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SIXTH DAY. 

(Wednesday, February 26, 1930.) 

The House met at 10 o'clock a. m., 
pursuant to adjournment, and was 
called to order by Speaker Barron. 

The roll was called, and the follow­
ing members were present: 

Mr. Speaker. Kemble. 
Acker. Kennedy. 
Ackerman. Kenyon. 
Adkins. King. 
Albritton. Kinnear. 
Allred. Lee. 
Anderson. Lemens. 
Baker. Long of Wichita. 
Baldwin. Loy. 
Barnett. Magee. 
Bateman. Mankin. 
Beck. Marks. 
Bond. Mauritz. 
Bounds. Maynard. 
Bradley. McCombs. 
Brice. McDonald. 
Brooks. McGill. 
Carpenter. Mehl. 
Chastain. Metcalfe. 
Coltrin. Moore. 
Conway. Morse. 
Cox of Limestone. Mosely. 
Davis. Mullally. 
De Wolfe. Murphy. 
Dunlap. Negley. 
Enderby. Nicholson. 
Eickenroht. Olsen. 
Farrar. Palmer. 
Finlay. Patterson. 
Forbes. Pavlica. 
Gilbert. Pool. 
Giles. Pope of Jones. 
Graves Pope of Nueces. 

of Williamson. Prendergast. 
Graves of Erath. Purl. 
Hardy. Quinn. 
Harding. Ray. 
Harman. Reader. 
Harper. Renfro. 
Harrison. Richardson. 
Heaton. Riley. 
Hines. Rogers. 
Hogg. Sanders. 
Holder. Savage. 
Hopkins. Shaver. 
Hubbard. Shelton. 
Johnson Simmons. 

of Dallam. Sinks. 
Johnson Stephens. 

of Dimmit. Stevenson. 
Johnson of Smith. Storey. 
Johnson of Scurry. Tarwater. 
Jones. Tillotson. 
Justiss. Turner. 
Kayton. Van Zandt. 
Keeton. Veatch. 
Keller. Waddell. 

Webb. 
West. 
Wiggs. 
Williams 

of Sabine. 

Williams 
of Travis. 

Woodruff. 
Young. 

Absent. 

Gates. 
Hefley. 
Jenkins. 
Land. 
Martin. 
O'Neill. 

Petsch. 
Thompson. 
Warwick. 
Williams 

of Hardin. 

Absent-Excused. 

Avis. 
Cox of Lamar. 
Duvall. 
Finn. 
Fuchs. 
Hornaday. 
Kincaid. 
Long of Houston. 
McKean. 
Minor. 

Montgomery. 
Reid. 
Rountree. 
Sherrill. 
Snelgrove. 
Speck. 
Terrell. 
Wallace. 
Walters. 
Westbrook. 

A quorum was announced present. 
Prayer was offered by Rev. J. C. 

Mitchell, Chaplain. 

LEAVES OF ABSENCE GRANTED. 

The following members were granted 
leaves of absence on account of impor­
tant business: 

Mr. Finn for today, on motion of 
Mr. Woodruff. 

Mr. Terrell for today and the bal­
ance of the week, on motion of Mr. Webb. 

Mr. Duvall for today, on motion of 
Mr. Patterson. 

Mr. Westbrook for .today, on motion 
of Mr. Hopkins. 

Mr. Wallace for today, on motion of 
Mr. Sanders. 

Mr. Hornaday for today, on motion 
of Mr. Brooks. 

Mr. Cox of Lamar for today, on mo­
tion of Mr. Conway. 

Mr. Reid for today, on motion of Mr. 
Lemens. 

The following members were granted' 
leaves of absence on account of illness: 

Mr. Fuchs for today, on motion of 
Mr. Shelton. 

Mr. Snelgrove for today, on motion 
of Mr. Graves of Erath. 

Mr. Sherrill and Mr. Avis for today, 
on motion of Mr. Brice. 

Mr. Minor for today, on motion of 
Mr. Sanders. 

Mr. Rountree for today, on motion of 
Mr. Metcalfe. 

Mr. Walters was granted leave of ab­
sence for today on account of a death 
in his family, on motion of Mr. Farrar. 
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HOl'SE BILLS ON FIRST READING. 

The following House bills. introduced 
today, were laid before the Houoe, read 
scverallv lirst time, and referred to the 
appropriate committees, as follows: 

By :'\Ir. Wigg", :'\Ir. OJ,;en und :'\Ir. Har· 
per: 

II. B. No. 3i. A hill to he entitled 
"An Act to impose a special privilege 
tax. for the exclusive u>e of the State, 
upon sales and/or distribution by gift 
or sale in this State, of malt extracts, 
derivatives or combinations thereof, sold 
and/or distributed by sale or gift by any 
person, firm, corporation, joint stock 
company, syndicate or as,ociation in this 
State, and to provide methods and pen· 
alties for its enforeement. and declaring 
an emergency." 

Referred to Committee on Revenue 
and Taxation. 

By :'\Ir. :IIcDonald. :'\Ir. Farrar, :llr. 
King, and Mr. Metcalfe: 

H. B. No. 38, A hill to be entitled 
"An Act to add to the Revised Civil 
Statutes of Texas for 1925 a new article 
to be known as Article 7047a, to pro· 
vide for an occupation tax on the busi· 
neas or occupation of owning, operating, 
managing, or controlling exchange which 
furnish quotations on the stock market 
on <'ertain t•ommodities, or stocks and 
bonds; providing said act •hall not apply 
to certain persons, firms, corporations, 
or associations of persons, and declaring 
an emergency." 

Referred to Committee on Agriculture. 

By Mr. McComhs: 
H. B. No. 39, A bill to he entitled 

"An Act to amend Section 28 of Ar· 
ticle 2092 of the 1925 Revised Civil 
Statutes of the t'tatc of Texas so as 
to provide that all motions for a new 
trial must he presented within thirty 
( 30) days after the original motion bas 
heen filed, and must be determined 
within forty-five ( 45) days after said 
motion has been filed, and declaring an 

of Xuttes countv with the eourt ere· 
ate<l berehv, and declaring an emer-
gency." · 

Referred to Committee on Judicial 
Distriets. 

By :Mr. Graves of Erath: 
H. B. No. 41. A bill to be entitled. 

".\n Act imposing a gross receipts tax 
upon certain indh·iduals, companies, 
<'orporations or asso<'iations. whether in· 
corporated under the laws of this State 
or nation, engaged in publishing, print­
ing or selling text books as used or 
will be used in the schools of this State, 
or owning, controlling or managing any 
'1tch business, within the State or out 
of it, and ba\"ing State agencies within 
tllio State for the purpose of selling 
an~· such books to be used in any of 
the schools of this State, requiring 
quarterly reports each year, under oath 
of the individual, president or treasurer 
of such company, corporation or aeeo· 
rintion showing gross amount received 
from any such business done within 
this State <luring the quarter next pre­
ceding, and declaring an emergency." 

Referred to Committee on Revenue 
and Taxation. 

By Mr. Sa\•age: 
H. B. No. 42, A hill to be entitled 

"An Act granting certain rights of emi­
nent domain to water improvement dis­
tricts, authorizing such districts to ac­
quire by condemnation the fee simple 
title. easement or right of way in, over 
or through any and all lands for any 
of its necessary and authorized pur­
poses, except lands used for cemetery 
purposes, and lands used for supplying 
water under the laws of this State; 
<lefin ing certain purposes for which 
property may be •·ondemned by such 
districts, including the condemnation of 
riparian rights and the condemnation 
of materials to be used for any law· 
fnl purposes of water improvement dis· 
tricts, and creating an emergency." 

Referred to Committee on Conserva­
tion and Reclamation. 

emergency." Bv Mr. Eickenroht, Mr. Harrison, Mr. 
Referred to Committee on Judiciary. .Tohi1son, :llr. Richardson and Mr. Con· 

By :'\Ir. Pope of Nueces: 
H. B. ~o. 40, A bill to be entitled 

"An Act creating the 113tb Judicial 
District Court for Nueces countv; de· 
fin in!( its jurisdiction; transferring the 
civil ori1tinal jurisdiction of the county 
court of Nueces county to the court 
created hereby and adjusting the husi· 
ness of said courts; adjusting the husi· 
ness of the Twenty·eightb District Court 

way: 
H. B. No. 43, A bill to he entitled 

"An Act further regulating the regis­
tration of motor vehicles; making it a 
nece•sary prerequisite to register a 
motor vehicle that evidence he produced 
that State and eounty ad valorem taxes 
on oaid vehicle have been paid wherever 
,urh vehicle has become subject to such 
taxe< and the time for paying same ha.a 
expired, and declaring an emergency." 
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Refernd to Committee on Revenue 
and Taxation. 

By Mr. Mauritz, Mr. Tillotson, Mr. 
Pope of Jones and Mr. Harper: 

H. B. No. 44, A bill to •be entitled 
"An Act levying an excise tax on all 
natural and artificial gas produced 
b;r producers, as herein defined; pro­
viding ·for the manner of the col­
lection of said tax, for the ob­
taining of a permit by producers, the 
manner of enforcement of the provisions 
hereof, declaring penalties, fines and 
punishment for the violation of the pro­
visions hereof; providing for the appro­
priation and UBe of the revenues col­
lected hereunder, and the allocation of 
such revenues to particular purposes; 
and further providing that part of the 
taxes so derived shall be considered in 
reducing the ad· valorem tax rate for 
public free school purposes, as deter­
mined by the State Tax Board, and the 
manner thereof, and declaring the effec­
tive date hereof." 

Referred to Committee on Revenue 
and Taxation. 

PROVIDING FOR COMMITTEE TO 
ATTEND THE FUNERAL OF COL. 

N. R. STRONG. 

Mr. Holder and Mr. Albritton offered 
the following resolution : 

Whereas, Colonel N. R. Strong, a mem­
ber of this body, whose death was an­
nounced in a resolution just adopted by 
the House, is to be buried at his home 
in Slocum, Texas, February 27, 1930; 
and · 

Whereas, It is deemed proper that the 
House should send a committee to at­
tend the funeral as a further mark of 
respect on the part of the members of 
the -body of which he was a member; 
now therefore be it 

Resolved, That the Speaker do, and he 
is hereby authorized to appoint a com­
mittee of three to attend the funeral 
and burial of Colonel Strong and that 
the said committee be authorized to take 
with them a floral offering and that the 
cost of said floral offering and the actual 
and necessary expenses of the members 
of said committee be paid out of the con­
tingent expense fund of the House. 

Signed-Albritton, Holder. 

The resolution was read second time 
and was adopted unanimously. 

In accordance with the above action 
the Spe111ker announced the appointment 
(!f the following committee : 

Messrs. Holder, Palmer and Quinn. 

MESSAGE FROM THE SENATE. 

Senate Chamber, 
Austin, Texas, February 26, 1930. 

Hon. W. S. Barron, Speaker of the 
House of Representatives. 
Sir: I am directed by the Senate to 

inform the House that the Senate has 
passed 

S. B. No. 5, A bill· to be entitled 
·'An Act amending Section 8 of Article 
6203 of the Revised Civil Statutes of 
Texas for 1925, as amended, so as to 
provide for and regulate applications for 
parole; also amending Section 6 of said 
article as amended so as to provide that 
a person sentenced for a term not ex­
ceeding one year shall not come . under 
this law; repealing Section 3 of said 
article as amended, and declaring an 
emergency." 

Respectfully, 
MORRIS C. HANKINS, 

Assistant Secretary of the Senate. 

REQUESTING AUDIT OF PENITEN­
TIARY SYSTEM. 

Mrs. Moore offered the following r!lso­
lution: 

H. C. R. No. 2, Requesting audit of 
the penitentiary system. 

Whereas, The State prison system is 
one State institution upon which the 
eyes of the people of this State are now 
centered; and 

Whereas, For the past several years 
there has -been before this Legislature 
various and sundry bills providing many 
plans for the improvement of the present 
deplorable conditions of the prison sys­
tem, none of which were based on a 
scientific survey of the system but 
merely being conclusions of individuals 
who are laymen and not experts; and 

Whereas, The prison system is the 
State's greatest problem, having 5,000 
or more prisoners, expending more than 
a million dollars each year for support 
and maintenance, employing many civil­
ians to carry on its operations, having 
its operations scattered over the State, 
none of which are located near the seat 
of government, thus making a very com­
plicated system; and · 

Whereas, We are now contemplating 
reorganization of this system, said re­
organization to require the expenditure 
of an enormous sum of money by the 
taxpayers of this State; and 

Whereas, We have in the employment 
of the State an auditor and efficiency ex­
pert, said office having been created May 
2, 1929, during which time the auditor 
has made or directed the preliminary 
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survey of the strurtural organization of 
the State government and has brought 
in, in an effective way, his findings to 
the Governor and Legislature, but has 
not surveyed and audited the prison sys­
tem; and 

Whereas, Should the prison Aystem be 
reorganized and improved, there should 
be iwtalled an up-to-date system of 
auditing, all duplications should be 
eliminated and the different depart­
ments should be roordinated and the en­
tire system be placed on a solid, efficient 
business basis; now, therefore, be it 

Resolved by the House of Representa­
tives, the Senate concurring, That Mr. 
Moore Lynn, State Auditor and Efficiency 
Expert, be requested to make a survey 
and audit of the penitentiary system of 
the State of Texas, after said audit bas 
been made hv said official, or under his 
direction, th

0

at he report fully to the 
Gowrnor and Legislature at the earliest 
possible date his findings, together with 
any recommendations that he would con­
sider beneficial to the prison system, 
wbieh report ~ha\\ cover detailed infor­
mation conrerning said sy~tem, especial­
ly with com·crn to the efficiency of the 
operations of the system, provided. how­
ever. that said auditor shall proceed to 
audit said prison system after he has 
-completed the audit on the different de­
partments on which he is now working 
-0r directed to work. 

Signed-Moore, Murphy, Kenyon. 

The resolution was read second time. 
Mr. Purl moved that the resolution 

be referred to the Committee on Peni­
tentiaries. 

On motion of :\lrs. Moore, the motion 
by Mr. Purl was tabled. 

Question then recurring on the reso­
lution, it was adopted. 

EXPRESSING APPRECIATION TO MR. 
MAHAFFEY. '.\lR. GAZLEY AND 

MR. ETTER. 

Mr. Stevenson offered the following 
resolution: 

Whereas, The House of Representa­
tives has heretofore employed Me.•rs. 
H. D. Mahaffey. Henry L. Gazley and 
Hall Etter, as the official reporters to 
take down and transrribe the evidence 
and the proceedings in connection with 
the inve.4igation of charges tiled against 
S. II. Terrell, Comptroller; and 

Whereas, The work in connection 
therewith has been finally completed, in 
a manner highly satisfactory to the 
House managers and the membership 
of the Committee of the Whole House; 
therefore, be it 

Resolved, That the House of Repre­
sPntatives express its appreciation of the 
efficient, accurate, and speedy work of 
each of these gentlemen; and he it 
further 

Resolved, That this resolution be 
printed in the House Journal. 

Signed-Stevenson, McGill. 

The resolution was read second time 
and was adopted. 

COMMITTEE IN REGARD TO QUES­
TIONNAIRE OF MEMBERS. 

The 8peaker announced the appoint­
ment of the following committee in com­
pliance with the resolution by Mr. Har­
per adopted by the House : 

Messrs. Harper, Bond, Johnson of 
Dimmit, Holder and Sinks. 

ADDRESS BY GENERAL J. G. H. 
BUCK. 

Mr. Kayton and Mr. Purl offered the 
following resolution: 

Whereas, General J. G. H. Buck, the 
father of our beloved General Beaumont 
B. Buck, whose picture graces the Sen­
ate Chamber of Texas, is now in the 
House; therefore. be it 

Resolved, That he he requested to ad­
dress the House for ten minutes. 

Signed-Kayton, Anderson, Purl. 

The resolution was read second time 
and was adopted. 

In accordance with the above action 
the Speaker announced the appointment 
of the following committee to escort Gen­
eral Buck to the Speaker's sfJmd: 

Messrs. Purl, Allred and Storey. 
The committee having performed their 

duty Speaker Barron presented Mr. Purl 
who in turn introduced General Buck to 
the Houae. 

General Buck then addressed the 
House. 

HOFSE BILL NO. l ON SECOND 
READING. 

On motion of Mr. Metcalfe, by unani­
mous consent, the House rule which 
relates to the time required for a printed 
bill to be placed on a member's desk be­
fore it is considered by the House was 
suspended at this time. 

The Speaker then laid before the 
House, on its second reading and passage 
to engrossment, 

H. B. No. I. A bill to be entitled 
"An Act to amend Section 3 of Chapter 
212, Acts of Regular Session, Fortieth 
Legislature, so as to create the Texas 
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Prison Board, composed of three mem· 
bers; providing for the appointment of 
the members of the board; prescribing 
certain qualifications of such appointees; 
fixing the term of office; providing for 
the filling of vacancies which may oc­
cur; abolishing present board of nine 
members; repealing all laws in conflict 
with this act, and declaring an emer­
gency." 

The bill was read second time. 
(Mr. Stevenson in the chair.) 
Mr. Metcalfe offered the following 

(committee) amendments to the bill: 

(I) 

.Amend Section 1 of House bill No. I 
by striking out all of said section after 
the figures "3" in line four of said sec­
tion and substitute in lieu thereof the 
following: 

"There is hereby created the Texas 
Prison Board, which shall be composed 
of six members to be appointed by the 
Governor with the advice and consent 
of the Senate, such appointments shall 
be made hi-annually or on or before Feb­
ruary 15th. Each member of said board 
shall be a State officer within the mean­
ing of the Constitution, and before en­
tering upon the discharge of his duties 
shall take the constitutional oath of of­
Ike. The term of office of each mem­
ber shall be six years, except that in 
making the first appointments the Gov­
ernor shall appoint two members for 
a term of two years, two members for 
a term of four years, and two mem­
bers for a term of six years, so that the 
terms of two members shall expire every 
two years. Vacancies occurring in tbe 
bnard shall be filled by appointment of 
the Governor for the unexpired term." 

(2) 

.Amend Section 4 of House bill No. I 
by striking out of said section the word 
"three" in line three of said section and 
substitute in lieu thereof the word "six." 

(3) 

.Amend the caption of House bill No. 
l. by striking 'OUt of said caption the 
word "three" and substitute in lieu there­
of the word "six." 

On motion of Mr. Pope of Nueces, the 
(committee) amendments were severally 
ta.bled. 

Mr. Finlay offered the following 
amendment to the bill: 

.Amend Section I of House bill No. 1 
by striking out all of said section after 
the word and figure "Section 3" and in­
sert in lieu thereof the following: 

"There is hereby created the Texas 
Prison Board to be composed of three 
members to be selected and to hold 
office as follows: 

"Two of the Prison Board shall be se­
lected by the Governor, one of whom 
shall be a member of the major political 
party of this State and the other a mem­
ber of the minor political party of this 
State. These two members, after ap­
pointment and after taking the oath of 
office, shall select the third member of 
the board and the three members shall 
draw lots for the length terms they 
shall hold, which shall be two, four and 
six years. .All vacancies occurring in 
the office of those appointed by the Gov­
ernor shall be filled by the Governor by 
appointment for the term of office. Va­
cancies occurring in the place selected by 
the two members shall be filled by selec­
tion by said members, whenever vacan­
cies occur. Each member shall be a 
State officer within the meaning of the 
Constitution and shall take the consti­
tutional oath of office before entering 
upon such duties." 

Mr. Metcalfe raised a point of order 
on further consideration of the amend­
ment, on the ground that the amend­
ment is unconstitutional. 

The Speaker sustained the point of 
order. 

House bill No. 1 was then pa.ssed to 
engrossment. 

HOUSE BILL NO. 1 ON THIRD 
READING. 

Mr. Metcalfe moved that the constitu­
tional rule requiring bills to be read on 
three several days be suspended and that 
House ibill No. l be placed on its third 
reading and final passage. 

The motion prevailed by the following 
vote: 

Mr. Speaker. 
Acker. 
Ackerman. 
Adkins. 
Albritton . 
Allred. 
Anderson. 
Baker. 
Barnett. 
Bateman. 
Beck. 
Bond. 
Bounds. 
Bradley. 
Brice. 
Brooks. 
Carpenter. 
Chastain. 

Yeas-97. 

Coltrin. 
Conway. 
Cox of Limestone. 
Davis. 
Dunlap. 
Enderby. 
Farrar. 
Finlay. 
Gilbert. 
Giles. 
Graves 

of Williamson. 
Hardy. 
Harding . 
Hartnan. 
Harper. 
Harrison. 
Hines. 
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Hogg. Mullally. 
Holder. Negley. 
Hopkins. Olsen. 
Johnson Palmer. 

of Dallam. Pavlica. 
Johnson Pool. 

of Dimmit. Pope of Nueces. 
Johnson of Smith. Prendergast. 
Johnson of Scurry. Purl. 
Jones. Quinn. 
Justiss. Ray. 
Kayton. Renfro. 
Keeton. Richardson. 
Kemble. Riley. 
Kennedy. Rogers. 
Kenyon. Sanders. 
Kinnear. Savage. 
Lee. Simmon~. 
Lem ens. Sinks. 
Long of Wichita. Stephens. 
Magee. Stevenson. 
Mankin. Storey. 
Ma1ks. Tarwater. 
Mauritz. Tillotson. 
Maynard. Van Zandt. 
McCombs. Veatch. 
McDonald. Webb. 
McGill. West. 
Mehl. Williams 
Metcalfe. of Sabine. 
Moore. Williams 
Morse. of Travis. 
Mosely. Woodruff. 

Eickenroht. 
Forbes. 
Pope of Jones. 

Nays-5. 

Turner. 
Waddell. 

Present-Not Voting. 
Wiggs. 

Absent. 

Baldwin. 
De Wolfe. 
Gates. 
Graves of Erath. 
Heaton. 
Hefley. 
Hubbard. 
Jenkins. 
Keller. 
King. 
Land. 
Loy. 
Martin. 

Murphy. 
Nicholson. 
O'Neill. 
Patterson. 
Petsch. 
Reader. 
Shaver. 
Shelton. 
Thompson. 
Warwick. 
Williams 

of Hardin. 
Young. 

Absent-Excused. 

Avis. 
Cox of Lamar. 
Duvall. 
Finn. 
Fuchs. 
Hornaday. 
Kincaid. 

Long of Houston. 
McKean. 
Minor. 
Montgomery. 
Reid. 
Rountree. 
Sherrill. 

Snelgrove. 
Speck. 
Terrell. 

Wallace. 
Walters. 
Westbrook. 

The Speaker then laid House bill No. 
I before the House on its third reading 
and final passage. 

The bill was read third time, and was 
passed by the following vote: 

Yeas-95. 

Mr. Speaker. Kinnear. 
Acker. Lee. 
Ackerman. Lemens. 
Adkins. Long of ·Wichita. 
Albritton. Magee. 
Allred. Mankin. 
Anderson. Marks. 
Barnett. Mauritz. 
Beck. Maynard. 
Bond. McCombs. 
Bounds. McDonald. 
Bradley. McGill. 
Brice. Mehl. 
Carpenter. Metcalfe. 
Chastain. Moore. 
Coltrin. Morse. 
Conway. Mosely. 
Cox of Limestone. Mullally. 
Davis. Negley. 
Dunlap. Olsen. 
Enderby. Palmer. 
Ewing. Pavlica. 
Farrar. Pool. 
Finlay. Pope of Nueces. 
Gilbert. Prendergast. 
Giles. Quinn. 
Graves Ray. 

of Williameon. Reader. 
Hardy. Renfro. 
Harding. Richardson. 
Harman. Riley. 
Harrison. Rogers. 
Hines. Sanders. 
Hogg. Savage. 
Holder. Simmons. 
Hopkins. Sinks. 
Johnson Stephens. 

of Dallam. Stevenson. 
Johnson Storey. 

of Dimmit. Strong. 
Johnson of Smith. Tarwater. 
Johnson of Scurry. Van Zandt. 
Jones. Veatch. 
Justiss. Webb. 
Kayton. West. 
Keeton. Williams 
Keller. of Sabine. 
Kemble. Williams 
Kennedy. of Travis. 
Kenyon. Woodruff. 

I Brooks. 
Eickenroht. 

Nays-7. 

Forbes. 
Pope of Jones. 
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Turner. 
Waddell. 

Wiggs. 

Absent. 

Baker. 
Baldwin. 
Bateman. 
De Wolfe. 
Gates. 
Graves of Erath. 
Harper. 
Heaton. 
Hefley. 
Hubbard. 
Jenkins. 
King. 
Land. 
Loy. 
Martin. 

Murphy. 
Nicholson. 
o•Neil!. 
Patterson. 
Petsch. 
Purl. 
Shaver. 
Shelton. 
Thompson. 
Tillotson. 
Warwick. 
Williams 

of Hardin. 
Young. 

Absent-Excused. 

Avis. 
Cox of Lamar. 
Duvall. 
Finn. 
Fuchs. 
Hornaday. 
Kincaid. 
Long of Houston. 
McKean. 
Minor. 

Montgomery. 
Reid. 
Rountree. 
Sherrill. 
Snelgrove. 
Speck. 
Terrell. 
Wallace. 
Walters. 
Westbrook. 

HOUSE BILL NO. 24 ON SECOND 
. READING. 

On motion of Mr. Keller, the House 
rule which relates to a printed bill be­
ing placed on a member's desk, was sus­
pended to take up and b~.:ve placed on 
its second reading and passage to en­
grossment, 

H. B. liro. 24, A bill to be entitled 
"An Act amending Article 279 of Chap· 
ter 4, of the Code of Criminal Pro­
cedure of the 1925 Revised Statutes of 
the State of Texas, so as to better ex­
plain and define the qualifications of 
sureties on criminal bonds, providing 
things incidental to, and declaring an 
emergency." 

The Speaker laid the bill before the 
House and it was read second time. 

Mr. Hines offered the following 
amendment to the bill: 

Amend House bill No. 24 by adding 
after the word "bond," in line 19, page 
1, the following: "other than in misde­
meanor cases." 

The,amendment was adopted. 
Question-Shall the bill be passed to 

engrossment? 

RECESS. 

On motion of Mr. Wiggs, the House, 
at 12 o'clock m., took recess to 2 o'clock 
p. m. today. 

AFTERNOON SESSION. 

The House met at 2 o'clock p. m., 
and was called to order by the Speaker. 

Mr. Woodruff moved a call of the 
House for the purpose of maintaining 
a quorum until 3 o'clock p. m. today, 
and the call was duly ordered. 

The Speaker then directed the Door­
keeper to close the main entrance to the 
Hall and instructed the Sergeant-at­
Arms to lock all other doors leading 
from the Hall, and stated that no mem­
ber would be permitted to leave the Hall 
without written permission from the 
Speaker. 

On motion of Mr. Woodruff, the Ser­
geant-at-Arms was instructed to bring 
in all absent members within the city 
who are not ill. 

SENATE BILL ON FIRST READING. 

The following Senate bill, received 
from the Senate today, was laid before 
the House, read first time and referred 
to the appropriate committee, as 
follows: 

Senate bill No. 5, to the Committee 011 
Penitentiaries. 

HOUSE BILL NO. 24 ON PASSAGE TO 
ENGROSSMENT. 

The House resumed consideration of 
pending business, same being House bill 
No. 24, reJ.ative to sureties on criminal 
bonds, the bill having heretofore been 
read second time. 

Mr. Storey offered the following 
amendment to the hill: 

Amend House bill No. 24 as follows: 
Add after the word "herein" in line I 7, 
page 1, the following: "provided, that ih 
case funds are ·escrowed in a way and 
manner satisfactory to the officer who 
approves said bond to guarantee its 
payment, then the sureties need not oo 
required to swear that they are worth 
double the amount of the bond over and 
above exemptions and other bonds they 
are on." 

The amendment was adopted: 
Mr. Keller offered the following 

amendments to the bill: 

( l) 

Amend House bill No. 24, below the 
enacting clause, by adding a new sec­
tion, to he known as Section la, to read 
as fo!lows: 

"Provided, nothing herein shall be con­
strued to repeal Article 277 of the Code 
of Criminal Procedure of the 1925 Re­
vised Statutes." 
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(2) 

Amend House bill No. 24, below the 
enacting clause. by striking out the 
words "each of" in line 21. 

The amendments were severally 
adopted. 

l\Ir. Kenyon offered the following 
amendment to the bill: 

Amend Hou.>e bill No. 24 as follows: 
By striking out the en·arting clause. 

(Pending consideration of the amend­
ment, Mr. Stevenson occupied the chair 
temporarily.) 

Pending consideration of House bill 
No. 24, Mr. Anderson moved to recon­
sider the vote by which the Honse on 
yesterday adopted a resolution by Mr. 
Harper, providing for members to fill 
out a certain questionnaire. 

Mr. Bond raised a point of order on 
further consideration of the motion by 
Mr. Anderson on the ground that it is 
not in order, since Horu;e bill No. 24 is 
now pending before the House. 

The Speaker sustained the point of 
order. 

Mr. Anderson mo\·e<l the previous 
question on the amendments on House 
hill No. 24 filed with the Speaker and 
the bill, and the main question was 
ordered. 

Mr. Purl moved to reconsider the vote 
by which the previous question was or· 
dered on the pending amendment.s and 
the bill, and the motion to reconsider 
was lost. 

Question then recurring on the 
amendment by Mr. Kenyon, yeas and 
nays were demanded. 

The amendment was adopted by the 
following vote: 

Yeas-52. 

Adkins. 
Albritton. 
Baker. 
Barnett. 
Bateman. 
Beck. 
Bradley. 
Brooks. 
Chastain. 
Conway. 
De Wolfe. 
Dunlap. 
Enderby. 
Eickenroht. 
Farrar. 
Finlay. 
Graves of Erath. 
Harding. 
Harman. 
Harper. 

Harrison. 
Heaton. 
Hines. 
Hopkins. 
Johnson of Smith. 
Johnson of Scurry. 
Jones. 
Justiss. 
Kenyon. 
Kinnear. 
Lee. 
Magee. 
Maynard. 
McDonald. 
McGill. 
Moore. 
Murphy. 
Olsen. 
Palmer. 
Pavlica. 

Richardson. 
Shaver. 
Shelton. 
Simmons. 
Storey. 
Tarwater. 

Tillotson. 
Turner. 
Veatch. 
Waddell. 
West. 
Woodruff. 

Nays-43. 

Ackerman. 
Allred. 
Bond. 
Bounds. 
Brice. 
Carpenter. 
Coltrin. 
Davis. 
Forbes. 
Giles. 
Graves 

of Williamson. 
Hardy. 
Holder. 
Johnson 

of Dallam. 
Johnson 

of Dimmit. 
Keeton. 
Keller. 
Kemble. 
Kennedy. 
Kincaid. 
Long of Wichita. 

Loy. 
Mccombs. 
Morse. 
Mosely. 
Mullally. 
Negley. 
Nicholson. 
Patterson. 
Pool. 
Pope of Jones. 
Purl. 
Quinn. 
Reader. 
Renfro. 
Riley. 
Rogers. 
Savage. 
Sinks. 
Stephens. 
Van Zandt. 
Williams 

of Travis. 
Young. 

Present-Not Voting. 

Mr. Speaker. Metcalfe. 
Anderson. Pope of Nueces. 
Cox of Limestone. Sanders. 
Marks. Stevenson. 
Mauritz. Webb. 

Absent. 

Acker. 
Baldwin. 
Gates. 
Gilbert. 
Hefley. 
Hogg. 
Hubbard. 
Jenkins. 
Kayton. 
King. 
Land. 
Lemens. 
Long of Houston. 
Mankin. 

Martin. 
Mehl. 
O'Neill. 
Petsch. 
Prendergast. 
Ray. 
Thompson. 
Warwick. 
Wiggs. 
Williams 

of Sabine. 
Williams 

of Hardin. 

Absent-Excused. 

Avis. 
Cox of Lamar. 
Duvall. 
Finn. 
Fuchs. 
Hornaday. 
McKean. 
Minor. 
Montgomery. 

Reid. 
Rountree. 
Sherrill. 
Snelgrove. 
Speck. 
Terrell. 
Wallace. 
Walters. 
Westbrook. 
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Mr. Woodruff moved to reconsider the 
vote by which the amendment was 
adopted, and to table the motion to re­
consider. 

The motion to table prevailed. 

Reason for V ate. 

I voted against House bill No. 24 by 
Mr. Keller et al., which had to do with 
bail bonds and affidavits in connection 
therewith, because I thought it too 
drastic and oppressive and calculated 
in some instances to work undue hard­
ships upon citizens of this State. I am 
in thorough accord with the purpose of 
the measure to do away with straw 
bonds and the professional bond maker, 

and will actively join in a measure for 
that purpose. I also think that the 
court rule as to attorneys going on 
bonds, especially in criminal cases, 
shou14 be strictly enforced, and I am 
ready to help enact legislation for that 
purpose. 

STOREY. 

MESSAGE FROM THE SENATE. 

Senate Chamber, 
Austin, Texas, February 26, 1930. 

Hon. W. S. llarron, Speaker of the 
House of Representatives. 
Sir: I am directed by the Senate to 

inform the House that the Senate has 
passed: 

H. C. R. No. 2, Directing the State 
Auditor to make an audit and survey 
of the State penitentiary system. 

Respectfully, 
MORRIS C. HANKINS, 

Assistant Secretary of the Senate. 

11'0 EXPUNGE CERTAIN RESOLU­
TION FROM THE RECORD. 

Mr. Kemble offered the following res­
olution: 

Whereas, The House passed a resolu­
tion which reflects on the integrity of 
members of this House; and 

Whereas, The action in the premises 
was taken hurriedly and ill advisedly; 
therefore, be it 

Resolved, That the Journal of the 
House be expunged of all record of the 
resolution Harper et al. 

Signed-Kemble, Beck, 
son, Mccombs, Hardy. 

Morse, Patter­

The resolution was read second time. 
Mr. Kennedy moved to table the reso­

lntion. 
Yeas and nays were demanded, and 

the motion to table prevailed by the 
following vote : 

Yeas-64. 

Ackerman. 
Adkins. 
Baker. 
Barnett. 
Bateman. 
Bond. 
Bounds. 
Brice. 
Coltrin. 
Conway. 
Cox of Limestone. 
Davis. 
Eickenroht. 
Farrar. 
Finlay. 
Gilbert. 
Giles. 
Harman. 
Harper. 
Heaton. 
Hines. 
Johnson 

of Dallam. 
Johnson 

of Dimmit. 
Keeton. 
Kennedy. 
Kenyon. 
King. 
Lee. 
Long of Wichita. 
Loy. 
Magee. 
Marks. 

Mauritz. 
McDonald. 
McGill. 
Metcalfe. 
Moore. 
Mosely. 
Murphy. 
Negley. 
Palmer. 
Pavlica. 
Pool. 
Pope of Jones. 
Prendergast. 
Quinn. 
Ray. 
Reader. 
Renfro. 
Richardson. 
Rogers. 
Sanders. 
Savage. 
Shelton. 
Stephens. 
Stevenson. 
Storey. 
Turner. 
Waddell. 
Webb. 
West. 
Williams 

of Travis. 
Woodruff. 
Young. 

Nays-34. 

Allred. Keller. 
Anderson. Kemble. 
Beck. Kincaid. 
Brooks. Kinnear. 
Carpenter. McCombs. 
De Wolfe. Morse. 
Dunlap. Mullally. 
Enderby. Nicholson. 
Forbes. Olsen. 
Graves Patterson. 

of Williamson. Pope of Nueces. 
Hardy. Purl. 
Harrison. Riley. 
Hopkins. Shaver. 
Hubbard. Sinks. 
Johnson of Smith Tillotson. 
Johnson of Scurry. Veatch. 
Justiss. 

Present-Not Voting. 

Albritton. 
Holder. 
Jones. 

Acker. 
Baldwin. 
Bradley. 

Simmons. 
Van Zandt. 

Absent. 

Chastain. 
Cox of Lamar. 
Gates. 
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Graves of Erath. 
Harding. 
Hefley. 
Hogg. 
Jenkins. 
Kayton. 
Land. 
Lem ens. 
Long of Houston. 
Mankin. 
Martin. 
Maynard. 

Mehl. 
O'Neill. 
Petsch. 
Tarwater. 
Thompson. 
Warwick. 
Wiggs. 
Williams 

of Sabine. 
Williams 

of Hardin. 

Absent-Excused. 

Avis. 
Duvall. 
Finn. 
Fuchs. 
Hornaday. 
McKean. 
Minor. 
Montgomery. 
Reid. 

Rountree. 
Sherrill. 
Snelgrove. 
Speck. 
Terrell. 
Wallace. 
Walters. 
Westbrook. 

Mr. Morse moved to reconsider the 
vote by which the resolution was tabled, 
and to table the motion to reconsider. 

The motion to table prevailed. 

Reason for Vote. 

I am a member of the committee 
charged with the duty of making in· 
vestigation, and consider I should be 
non·partisan. 

HOLDER. 

RELATIVE TO CERTAIN QUESTION· 
NAIRE FOR MEMBERS. 

Mr. Anderson moved to reconsider the 
vote by which the resolution by Mir. 
Harper relative to certain question­
naire for members was, on yesterday, 
adopted. 

Mr. Morse offered the following reso· 
lution: 

Whereas, The House of Representa­
tives on Tuesday, February 25, 1930, 
passed a simple resolution requiring its 
memben; to answer rertain quef'tions; 
and 

Whereas, The said resolution did not 
provide for any disposition of the in­
formation after it has been procured; 
now, therefore, be it 

Resolved by the House of Represent­
atives, That the committee authorized 
to secure this information be directed 
to make a full and complete report to 
the House as a whole, which report 
shall be printed in the House Journal, 
together with the recommendations of 
the committee; and be it further 

Resolved, That the representative! of 
the newspapers of the State be fur· 

nished with copies of the report for 
puhlication. 

The resolution was read second time 
and was adopted. 

ADJOURlnIENT. 

Mr. Anderson moved that the House 
adjourn until 10 o'clock a. m. tomorrow. 

Mr. Finlay moved that the House ad­
journ until 9 o'clock a. m. tomorrow. 

Mr. Purl moved that the House recess 
to JO o'clock a. m. tomorrow. 

The motion of 1'11'. Anderson pre­
vailed, and the House accordingly, at 
5: 45 o'clock p. m., adjourned Ul<til 10 
o'clock a. m. tomorrow. 

APPENDIX. 

STANDING COMMITTEE REPpRTS. 

The following committee has today 
filed favorable reports on bills, as 
follows: 

Highways and Motor Traffic: House 
bills Nos. 32 and 5. 

REPORTS OF THE C-OMMI'ITEE ON 
ENGROSSED BILLS. 

Committee Room, 
Austin, Texas, February 26, 1930. 

Hon. W. S. Barron, Speaker of the 
House of Representatives. 
Sir: Your Committee on Engrossed 

Bills, to whom was referred 
H. B. No. l, A bill to be entitled 

"An Act to a.mend Section 3 of Chapter 
212, Acts of Regular Session, Fortieth 
Legislature, so as to create the Texas 
Prison Board, composed of three mem­
bers ; providing for the appointment of 
the members of the Boa.rd; prescribing 
certain qualifications of such appointees; 
fixing the term of office; providing for 
the filling of vacancies which may oc­
cur; abolishing present Board of nine 
members; repealing all laws in conftict 
with this act, and declaring an emer· 
gency," 

Has carefully compared same and 
find it correctly engrossed. 

McCOMBS, Chairman. 

Committee Room, 
Austin, Texas, February 26, 1930. 

Hon. W. S. Barron, Speaker of the 
House of Representatives. 
Sir: Your Committee on Engrossed 

Bills, to whom was referred 
H. B. No. 2, A bill to be entitled 

"An Act relating to occupation tax on 
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the production of sulphur; providing for 
an occupation tax of one ( $1.00) dollar 
per long ton of all sulphur produced 
within the State of Texas; providing 
for reports and records; imposing for. 
feitures and penalties for failure to keep 
records; providing penalties for failure 
to pay tax; directing the bringing of 
suit for the recovery of taxes, penalti.es 
and interest; providing for the a ppro­
priation and use of the revenues col­
lected hereunder, and further providing 
that the taxes so derived shall be con­
sidered in reducing the tax rate for 

public free school purposes as determined 
by the. State Tax Board and the manner 
thereof; and enacting other provisions 
incident and neceSBary to the subject 
and purpose of this act; and declaring 
legislative intent; repealing all laws or 
parts of laws in conflict with this act;. 
expressly repealing Article 7066, Revised 
Civil Statutes, and declaring an emer­
gency," 

Has carefully compared same and find 
it correctly engrossed. 

McCOMBS, Chairman. 



lln memor\? 

Of 

(!ol. 'IA. 1R. Strong 

Mr. Holder offered the following resolution: 

Whereas, The Honorable N. R. 8trong, a member of the Forty-first Legislature, 
was in the early hours of this day, Wednesday, February 26, A. D. 1930, called 
in death at his home in Slorum, Anderson county, Texas; and 

Whereas, Colonel Strong was an outstanding citizen of Ea;;t Texas, having 
distinguished himself as a business man and particularly in the insurance field 
and as a citizen always ready, ahle and willing to lend his best efforts for the 
uplift of the community in which he resided throughout a long and honorable 
career; and 

Whereas, As a member of the Forty-first Legislature Colona! Strong con­
sistently distinguished himself as a man thoroughly alert and active in the 
intere><ts of the common people of this State, able at all times to exercise a cool 
and deliberate judgment in affairs affecting the welfare of the entire State, being 
able to see with a brilliant mind the cause and effects of legislation proposed. 
He wa;; able through the exercise of a wonderful Southern chivalry to compose 
differences and propose solution• to the many vexing problems that came before 
this Legislature in his modest unassuming way. With his long experience in 
public affairs, he was able to direct and to take part in many constructive move­
ments that have made the accomplishment of this Legislature of remarkable 
value to the people of Texas. He had a delightful tact and ability to make 
friends and to win the love, respect, and affections of his colleagues of the 
Forty-first Legislature; therefore, be it 

Resolved by the House of Representatives of the Forty-first Legislature, That 
we express our sincere sympathy to the family, relatives and friends of our 
departed colleague and that a page of the Journal he set aside to the memory 
of the deceased; and that when the House adjourns at the close of its labors on 
this day, that it do so in memory of and respect to him; and, he it further 

Resolved, That the Chief Clerk be, and she is hereby, instrncted to send an 
enrolled copy of this resolution to his family. 

Signed-Holder, Palmer, Davis, Barron (Speaker), Acker, Ackerman, Adkins, 
Albritton, Allred. Anderson, Avis, Baker, Baldwin, Barnett, Bateman, Beck, 
Bond, Bounds, Bradley, Brice, Brooks, Carpenter, Chastain, Coltrin, Conway, 
Cox of Lamar, Cox of Limestone, DeWolfe, Dunlap, Duvall, Enderby, Eickenroht, 
Farrar, Finn, Finlay, Forbes, Fuchs, Gates, Gilbert, Giles, Graves of Williamson, 
Graves of Erath, Hardy, Harding, Harman, Harper, Harrison, Heaton, Hefley, 
Hines, Hogg, Hopkins, Hornaday, Hubbard, Jenkins, Johnson of Dallam, Johnson 
of Dimmit, Johnson of Smith, John.Ron of Scurry, Jone., Justiss, Kayton, Keeton, 
Keller, Kemble, Kennedy, Kenyon. Kinoaid, King, Kinnear, Land, Lee, Lemens, 
Long of Houston, Long of Wichita, Loy, Magee, Mankin, Marks. Martin, Mauritz, 
Maynard, McComhs, McDonald, McGill, McKean, Mehl, Metcalfe, Minor, Mont· 
gomery, Moore, Morse, Mosely, ::\1ullally, Murphy, Negley, Nicholson, Olsen, 
O'Neill, Patterson, Pavlica, Petsch, Pool, Pope of Jones, Pope of Nueces, Prender­
gast, Purl. Quinn, Ray, Reader. Reid, Renfro, Richardson, Riley, Rogers, Rountree, 
Sanders, Savage, Shaver, Shelton, Sherrill, Simmons, Sinks, Snelgrove, Speck, 
Stephens, Stevenson, Storey. Tarwater, Terrell, Thompson, Tillotson, Turner, 
Van Zandt. Vea!C'h, Waddell, Wallace, Walters, Warwick, Webb, West, West­
brook, Wiggs, Williams of Sabine, Williams of Hardin, Williams of Travis, Wood· 
ruff. Young-. 
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The resolution was read second time. 
On motion of Mr. Holder, by unanimous consent, the names of all the members 

of the House were added to the resolution as signers of the resolution. 

Hon. B. J. Forbes, being invited, spoke as follows: 

Mr. Speaker and Members of the House: 
As I have spent a great portion of my life in going over the country as a 

messenger of mercy, speaking a word of comfort to the living and· a sweet word 
of praise for the dead, I feel I should offer a word in behalf of our departed 
members, Brother Ewing and Broth<!r Strong, as you see their white lights on 
the board, which means present, not voting, but really that they are dead and 
only present in spirit. Brother Ewing once taught school in Weatherford, my 
home town. He was a sweet old character and everybody in Weatherford loved 
him and he loved them and would always send his greetings to them by me and 
they to him. Brother Strong was also a dear old character, and we all loved 
him, and I wish to offer a few sweet words in memory of both, which I have 
written in verse: 

{I) 

All that. is left of our friends of old, 
In this world of ours, is their hallowed moulds, 
Which will rest in caskets far away 
Beneath the sod that wraps their clay. 

(2) 

For God has taken their spirits above, 
From a world of suffering and a mission of love, 
To a home in the heavens above the air, 
To the place where Jes us has gone to prepare. 

(3) 

We are growing old as the years pass on; 
We, too, as others, will soon be gone; 
But in passing this life I shall pass it in prayer 
For the realization of meeting them there. 

(4) 

And in passing beyond the Pearly Gates, 
Among the celestials that watchfully wait, 
I know I shall see them in regions of light, 
In glorified bodies, in garments of white. 

(5) 

In the Home of the Ransomed, in a "City of Gold," 
Where death never comes and we never "grow old," 
Where life's laden tree is fruited for all 
Who in the God-given faith have answered the call. 

The resolution was then adopted by a rising vote. 
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PROCEEDINGS IN INVESTIGATION 
OF CHARGES FILED AGAINST 

S. H. TERRELL, COMP­
TROLLER. 

MONDAY, FEBRUARY 24, 1930. 

Morning Session. 

The Committee of the Whole met at 
10 o'clock a. m. this day, pursuant to 
.adjournment. 

Mr. Sanders of Nacogdoches : Mr. 
·Chairman, I move that the House re­
solve itself into Committee of the Whole. 

The Chairman: The gentleman from 
Nacogdoches moves that the House re­
·solve itself into Committee of the Whole 
for the purpose of continuing the hear­
ing. As many as favor t.he motion ~hat 
the House resolve itself mto Committee 
of the Whole House will say "aye'.'; 
those opposed, ''no." The "ayes" have ~t. 
The Committee of the Whole House will 
please be in order. I will ask the at­
torneys for the House. especially Mr. 
.Stephenson and Mr. McGill, as to 
whether they have any other witnesses 
or any further testimony. . . 

Mr. Coltrin of San Patnc10: Mr. 
Chairman. 

The Chairman: The gentleman from 
San Patricio. 

Mr. Coltrin: I have been waiting, 
I would like to make inquiry. What 
about these House Journals containing 
the record! I haven't received any of 
the Journals at all with any of the 
·record. 

The Chairman: You haven't received 
the Journal with any of the testimony 
in it? 

Mr. Coltrin: No, sir. 
The Chairman: Call back in the 

·Sergeant-at-Arms' room if you wa.nt the 
Journal with some of the testimony. 
The testimony is not printed up today; 
it can only be printed in instaHments. 

Mr. Purl: I understand we are pay­
ing the court reporters a little extra pay 
-to have it delivered in twenty-four hours. 

The Chairman: That is right. 
Mr. Purl: I am willing, as far as 

I am concerned, to pay the printer a 
little extra so we can have the record 
to study before wr call on to vote. 

The Chairman: As far as the re­
porters are concerned, they will do their 
part. The record has been held up to­
day because of the necessity of securing 
some photostatic copies. I understand 
that during the inwstigation some time 
ago, in the Robison case, the . Journal 
printers delayed the report considerably. 

Mr. Purl: Yes, sir: I understand. 

Mr. Petsch: The House of Repre­
sentatives will rest. We are ready to 
rest. 

The Chairman: Mr. Petsch, Mr. Mc­
Gill and Mr. Stevenson, the attorneys 
representing the House, state they are 
ready to rest. The attorneys for Mr. 
Terrell? 

Mr. McGregor: Mr. McKay, take the 
stand. 

John G. McKay was thereupon called 
as a witness in behalf of the respondent, 
and having been duly sworn by the 
Chairman, testified as follows: 

Direct Examination. 

Questions by Mr. McGregor: 
Q. State your name? 
A. John G. McKay. 
Q. How old are you, Mr. M~Kay! 
A. Fifty-seven. 
Q. How long have you held office in 

Texas? 
A. Either by election or appoint­

ment, for thirty years. 
Q. What position did you first hold! 
A. Well, the first position, I was 

elected constable. 
Q. How long did you serve! 
A. I was elected twice. 
Q. Then what position did you hold! 
A. I was next elected district clerk 

at Belton. 
Q. How long did you serve as dis-

trict clerk? 
A. A year. 
Q. Then what position did you hold! 
A. I was then appointed State Pur-

chasing Agent by Governor Colquitt. 
Q. Before you were elected district 

clerk, were you a deputy sheriff? 
A. I was in the sheriff's office more 

than two years. 
Q. Under whom did you serve! 
A. Sam Sparks. 
Q. And in what county? 
A. Bell county. 
Q. When were you appointed Pur-

chasing Agent of Texas! 
A. 1911-January, 1911. 
Q. By whom! 
A. Governor Colquitt. 
Q. How long did you serve! 
A. When I was first appointed, I 

served the first term. and was appointed 
to serve a portion of that term-

Q. Now, wait a minute. What were 
the duties of Purchasing Agent when 
you filled that position! 

A. The duties of Purchasing Agent at 
that time were similar to those of the 
Board of Control today, except-

Q. Yes, sir? 
A. They were not quite so-well, the 

Purchasing Agent merely made the pur· 
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chases of all supplies and equipment of 
all the eleemosynary institutions. 

Q. Now, what position did you hold 
after you were Purchasing Agent? 

A. I was next appointed Secretary 
of State. 

Q. By whom? 
A. Governor Ferguson. 
Q. How long did you serve as Secre· 

tary of State? 
A. A little more than two years. 
Q. Then where did you work for the 

State? 
A. And then I assumed management 

of the Ferguson and Eastland peniten­
tiary farms. 

Q. Under whose appointment? 
A. One under Governor Ferguson, 

and then was reappointed by Governor 
Hobby. . 

Q. What next position did you hold? 
A. My next employment wasn't with 

the State. 
Q. The next official appointment, 

what was it? 
A. I went to work then next for Lon 

Smith, in the Comptroller's offire. 
Q. Did you work for H. B. Terrell? 
A. I did not. 
Q. When did you go in the Comp­

troller's Dep,artment under Lon Smith! 
A. I believe it was in February, 

1923, I believe. 
Q. How long did you work for Mr. 

Smith in that office? 
A. I was with Mr. Smith until the 

expiration of his term as Comptroller, 
in January, 1925. 

Q. For whom did you go to work 
then?. 

A. I was then employed by Mr. Ter­
rell, the present Comptroller. 

Q. In what capacity? 
A. I was appointed as inheritance 

tax auditor. 
Q. What were your duties in the 

Comptroller's Department during the 
regime of Lon Smith? 

A.. I was tax auditor. 
Q. How long have you filled the 

position of inheritance tax auditor under 
Mr. S. H. Terrell? 

A. I hold that position now. 
Q. Did you, as inheritance tax offi­

cer, or do you, hold a desk? 
A. I am not at the head of a desk. 

Up till last May Mr. Woodall was the 
head of that division. Since his death 
I have assumed charge of that desk. 

Q. You succeeded Mr. Woodall upon 
his death? 

A. Yes, sir. 
Q. Are you familiar with the records 

and activities of that desk during your 

own administration and prior adminis­
tration? 

A. I am. 
Q. How many non-resident estates 

have passed through that desk since 
its creation-since Mr. Terrell has been 
in office? 

A. There have been 2,100 non-resi­
dent estates filed in this Department for 
inheritance tax appraisenient. 

Q. How many resident estates have 
passed over that desk since Mr. Ter­
rell's incumbency? 

A. A few more than 3,900. 
Q. Making approximately 6,000 

estates? 
A. Approximately. 
Q. How much money has been col­

lected through that desk since Mr. Ter­
rell has been in office 1 

A. Do you refer to money collected 
from non-resident estates? 

Q. Well, we will take it that way, 
then. How much money has been col­
lected from non-resident estates? 

A. Prepared a statement. 
Q. At my request? 
A. At your request, furnishing that 

information. There has been collected 
from non-resident estates since Mr. Ter­
rell has been Comptroller, as shown by 
the records on file in this Department, 
$347 ,923.67. 

Q. How much has been collected from 
resident estates since Mr. Terrell has 
been Comptroller? 

A. I will state that in handling resi­
dent estates filed for inheritance tax, I 
assume that the money finally passed 
over that desk, but the records in that 
division, as evidenced by receipts issued 
by the tax collectors of the several coun­
ties in which the estates originated, 
show that taxes of $5,588,137 .00 net 
have been collected from that source. 

Q. \Vhat is the total of the non-resi­
dent and the resident? 

A. I believe that I have got those 
figures, that is, the total-the figures I 
just gave you are the total of resident 
estates are $5,240,214.00; the non-resi­
dent, $347,923.67; making a total of 
$5,588,137 .00. 

Q. Have you prepared at my request 
a list showing the names, dates and 
amount of taxes assessed against each 
estate and having Treasury deposit war­
rant number of each collection and date 
of deposit? 

A. I don't believe that you asked the 
question you intended to ask. You in­
tended to ask if I had that information 
as to non-resident estates, I believe. 

Q. That is right! 
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A. I have; I have a list df every 
estate. 

Q. Wait just a minute, now. Mr. 
McKay, have you a list of the resident 
estates, also! 

A. No, I haven't a list of the resident 
estates, also. 

Q. The resident estates. Now, have 
you the warrant numbers showing where 
that money was covered into the State 
and those items that went to the State 1 

A. I have. 
Q. Have you the data showing re­

fund of the money that went back to the 
State when it was held in escrow 1 

A. I have. 
Q. Is that in tabulated form! 
A. Yes, sir. 
Q. Now, when you made this deposit 

for the State, just explain the system 
by which that is done, Mr. McKay. 

A. Personally, I have never made any 
deposits in the State Treasury or in any 
bank. When a check was received in 
payment for tax assessed against a non­
resident estate, that check was passed 
to a depository clerk, Miss Willman, and 
I would take her receipt for the amount, 
showing the deposit with th• State 
Treasury. 

~Ir. Petsch: Would you state that 
again! You stated it was turned over 
to the depository clerk? 

A. It was turned over to the deposi­
tory clerk; we took from the depository 
clerk her receipt for the check. 

Q. Has the State Auditor audited 
your desk as to non-resident estates? 

A. They have. 
Q. Did he have access to all the files 

and records of your office 1 
A. He did. 
Q. \Yere there any files or records 

miRf;ing? 
A. Not a one. 
Q. Did you assist the Auditor in his 

investigation? 
A. I did. 
Q. Have you the names of all estates 

in which mono~· was paid in the Comp­
troller's office through your desk under 
protest? 

A. I have. 
Q. \Yould you give us the names and 

amounts of money from those estates, 
and the di•position of it? 

A. On April 3, 192.'i, we received a 
check for $957 .00, paid in by the estate 
of T. B. Allen, a non·resident, under 
protest. 

Q. What become of that money? 
A. On June IO, 1925, this sum was 

refunded to T. B. Allen estate for the 
reason that it developed it was not sub-

ject to a tax. On June 10, 1925, we 
received two checks, totaling the sum of 
$4,043.96, paid under protest by the 
Meisner estate, which is a non-resident 
estate. On March 13, 1926, this sum 
was refunded to the estate, for the rea­
son that they filed an amended affidavit, 
reporting the estate, upon which the tax 
was later paid. On June 16, 1925, we 
received a check for $2,939.43 from the 
Charles E. Herman estate. This was a 
non-resident estate. And on July 2, 
1925, $3,909.04 of this sum was pa.id 
into the State Treasury, as evidenced by 
the Treasurer's receipt warrant, No. 
4282; on the same day a refund to the 
estate of $30.39 was made; making the 
total amount originally received. On 
December 22, 1925, we received a check 
for the sum of $6,392.42, paid in by the 
David W. Beaty estate, which is non­
resident. This, too, was paid under pro­
test. And on the 30th of December, 
1925, this protest was lifted and this 
sum of $6,392.42 was paid into the Sta.te 
Treasury, as evidenced by the Treas­
urer's receipt, No. 1628. 

Q. What was the next one? 
A. On January 1st-on January 30, 

1926, we received a check in the sum 
of-really, we received two checks, to­
taling the sum of $1,362.67, paid in by 
the Margaret and Elizabeth Griffith 
estates. This sum was deposited, as 
e\'idenced by the record in the Austin 
National Bank, on January 30, 1926. 
This was paid under protest. On March 
20. 1926, we received a check for 
$4,195.86, paid in by the estate of Wil­
liam 0. Allison, a non-resident estate. 
This sum was deposited in the Austin 
National Bank, as evidenced by the rec­
ords of that bank, on that date. 

Q. Now, "-Ir. McKay, did you receive 
either of these items when they came 
into the office! 

A. I did not receh·e-I received 
t lwse checks. 

Q. You received them? 
A. I did. 
Q. Yes, sir. What became of themT 
A. At that time Mr. Woodall was 

my superior. and he handled those 
checks, and the record shows they were 
deposited, as stated, in the Austin Na.­
tional Bank. 

Q. Now, after that incident, when 
wn.' your attention next called to the 
$-1.195.00 item! 

A. I don't know the-I can't recall 
the exact date. 

Q. About when ? 
A. But it was in January of this 

year. 
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Q. By whom was your attention 
called T 

.A. By the State .Auditor. 
Q. Did he make a request of you 

with reference to that item T 
.A. lie came to my desk and asked to 

see the file in the W. 0 . .Allison estate. 
Q. Did he ask you to make a search 

with reference to the other files? 
A. He did. I . first gave him the 

W. O. Allison estate, and then he asked 
if I had any others. 

Q. Any other files T 
A. Files where sums were put in 

in escrow-
Q. Was the Allison tax an escrow 

tax? 
A. It was. 
Q. A protested tax T 
A. It was. 
Q. Now, where did you find the Alli· 

son file? 
A. I am not sure whether I got it 

out of the retired file; I think that I 
did. 

Q. What do you mean by "retired 
file"! 

A. When the tax is paid and a permit 
is issued for the transfer of the holdings 
upon which the tax was assessed, that 
estate then goes to our retired docket. 

Q. As closed ! 
A. As closed. 
Q. Now, can you explain how these 

got into that! 
A. I don't keep the files myself, hut 

I can explain why the filing clerk, the 
lady who handles the files, would place 
the estate where all the correspondence 
was, .that the tax had been paid and the 
permit with the transfer stuck to it, it 
would naturally stand to reason that 
the girl would assume that the matter 
was closed. But I didn't enter any of 
those items on the ledger kept in the 
office for that purpose until the money 
was deposited in the State Treasury; 
therefore, this estate did not appear on 
that list. 

Q. Did Mr. Lynn ask you to make 
further search for the other files! 

A. He did. 
Q. Did you find any other files? 
A. I found the files just mentioned­

that I have just mentioned. 
. Q. Did you find the Griffith file of 
$1,362.00-the $1,362.00 file! 

A. I did. 
Q. Did you give Mr. Lynn the names 

of these files you have here, . of these 
estat11s? 

A. I gave him a list of those estates, 
:t11e amount involved and all data dis· 
q~ed by the files. 

Q. Did he have this information be­
fore he made his supplemental report! 

A. He had all of this information 
prior to the filing of his supplemental 
report. 

Q. Will you give me-did he leave 
out any information that you have given 
hiin! 

A. He seems to have only included in 
the supplemental repor·t the Allison 
estate and the Griffi,th estate. 

Q. What estates did he leave out 1 
A. He left out the Allen estate of 

$957 .00, the Meisner estate of $4,043.96, 
the Herman estate of $3,909.04, and the 
Beaty estate of $6,392.42. 

·Q. Total of how much T 
A. $15,332.81. 
Q. What investigation did you make 

to determine the disposition of these 
Allison and Griffith funds if any T 

A. When these matters were called 
to my attention, I first looked on my 
register-ledger, rather-to see if they 
had been entered, and then looked 
through the last deposit slips that we 
trned, and I found no record of it; I then 
looked through the bookkeeping depart­
ment-neither did I find any record there 
of where those funds had been deposited 
with th,e State Treasurer. I then took 
the matter up with Mr. Terrell and 
asked him if he knew what disposition 
had been made of these sums. 

Q. Go ahead. What did you learn 
from him? 

A. Mr. Terrell told me that he did 
not handle the accounts, funds that were 
placed in escrow, personally. 

Q. Did he know anything about those 
items? 

A. He did not-stated that he did 
not. 

Q. Now, when . an escrow item, or a 
protested item, is deposited, just state 
how it is released, what becomes of it­
if it goes to the State, how it goes; if it 
goes back to the party or is refunded, 
how it goes! 

A. It is my understanding, and I 
have had that question up, that when 
money is paid in under protest, that the 
money should remain on deposit under 
the rules until the protest is lifted, 
either by request of the party paying 
the tax or by some court decision de­
termining to whom the. money belongs. 

Q. Did you discuss these items with 
counsel for the State! 

A. The counsel for the Committee 
examined me in this case, and I ap­
peared before the Committee several 
days ago. 

Q. Did you take with you the files 
of those estates ! 
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A. The subpoena that was served on 
me requested that I bring with me the 
Allison and Griffith files, and I had both 
of those matters, and l also took with 
me the other four tiles where the money 
had been placed in eserow. 

Q. Did yon tell the Committee, in 
the pre.ence of the State Auditor, that 
the Auditor ha<! examined each of those 
file.' and had the information as to the 
disposition of those funds before filing 
his supplemental report 1 

A. 1 did. 
Q. Did the Auditor deny it? 
A. He did not. 
l\lr. Storey of Wilbarger: Mr. Chair­

man, while he is waiting, I just want 
to ask one question. l\lr. McKay, you 
said that the State Auditor omitted four 
of these estates and included two in the 
report. Now, what I want to know is 
this: Whether or not these four that 
were omitted, did they involve escrow 
deposits? 

A. Yes, sir, to the total of $15,332.81. 
Q. Now, who collects the resident 

estate taxes? 
A. The local tax collector of the 

county in which the estate is filed. 
Q. The local tax collector. To whom 

does he remit! 
A. The statute requires that he make 

his remittance direct to the Treasurer. 
l\lr. McGregor: Take the witness. 

Cross-Examination. 

Questions by Mr. Stevenson: 
Q. :\Ir. :\lrKay, you say you are the 

auditor of the inheritance tax desk in 
the Comptrolkr's Department! 

A. I am. 
Q. As auditor, it would become your 

duty to see that funds referred for that 
desk were promptly efoared, wouldn't 
it? 

A. :lly duty there does not extend 
that far. 

Q. 'Yho is eharged with that <inly"! 
A. I assume that the Comptroller i> 

charged with that duty. 
Q. That would be :\Ir. Terrell-S. II. 

Terrell. Now, you say that you have 
had six estate.s paid under protest dnr· 
ing your tenure of office'! 

A. That is correct. 
Q. Those six have been dPtailerl hy 

you this morning, haven't they"! 
A. Yes, sir. 
Q. You say that four of them have 

been cleared either into the Treasury or 
paid back to the persons paying them, 
is that right? 

A. Correct. 
Q. The total of those four that have 

been cleared amounts to $15,332.00, you 
said? 

A. And 81 cents. 
Q. Eighty-one cents. Three of those 

went into the Treasury and one was re­
turned, is that right? 

A. I believe that is correct; no, that 
is not correct. 

Q. All right; let's get it? 
A. The Allen estate was refunded, 

the Meisner estate was refunded, the 
Herman and Beaty estates were paid 
into the Treasury, with the exception of 
$30.39 out of the Herman estate, which 
was refunded. 

Q. I see. Well, that is where I got 
the three items, part of that was re­
funded. Now, then, to be clear about it, 
two of those estates were refunded in 
toto, were they? 

A. Yes, sir. 
Q. And two of them paid into the 

Treasury, and then on one of them paid 
into the Treasury a small portion was 
returned! 

A. Correct. 
Q. Now, the total of that is fifteen 

thousand and some-odd dollars! 
A. Yes, sir. 
Q. $15,332.81? 
A. Yes, sir. 
Q. Mr. McKay, there were only two 

other estates, now, that were paid under 
protest, weren't there! 

A. That is all our records disclosed­
two estates. 

Q. That is all your records disclosed. 
Only six estates during the time you 
have been in office! 

A. Correct. 
Q. And of those, one-third of them 

have never been accounted for, have 
they! 

A. They had not at that time~ 
. Q. Yes, sir, that is what I mean­

at that time; that is, the Allison, 
$4,195.86. and the Griffith estate, 
$1.362.00? 

A. Correct. 
Q. You say it was not your duty to 

audit these accounts? 
A. I did audit these accounts and 

C"Ompnted the tax. 
(~. Yes, sir; but I mean to audit the 

disposition of those funds? 
..:\. No, sir. 
Q. As to whether they had been 

dea red or not? 
A. No, I didn't handle any of the 

funds, and I want to make this state­
ment, of course, about my understand­
ing-

Q. Yes, sir! 
A. That in the two estates that were 

refunded, and in the two estates where 
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the money was transferred to the Treas­
ury, in each instance the file disclose~ a 
letter lifting the protest, upon which 
these taxes were paid. Well, the record 
in the Allison and Griffith estates does 
not disclose such evidence. 

Q. Yes, sir, the record does not dis­
close that it had been lifted, does it! 

A. No. 
Q. Had you ever 'been served w:ith 

any process showing that this was taken 
into the courts for determination? 

A. I have with me what I believe 
would be a better record. 

Q. Well, does it disclose any such 
action? 

A. In one instance they advised that 
the estate was in litigation, and in the 
other they paid the tax under protest 
for the reason that they objected to my 
computation of the tax. 

Q. They objected to your computa­
tion of the tax? Now, which estate was 
that? Well, you remember generally, I 
just want your recollection generally? 

A. Well, I want to be sure. 
Q. Ail right. 
A. Because I might get those two 

mixed, you see (referring to papers) . 
Do you ca.re for this communication to 
be read (handing paper to counsel) ? 

Q. No, sir; I will be glad to have 
you read it. 

Mr. Petsch: Of what estate? 
(Mr. Stevenson passed the pa per to 

the Reading Clerk, who· read same, as 
follows): 

State of New Jersey, 

Office of 
District Supervisor and Appraiser, 

Transfer Inheritance Tax. 
Bergen County, 

Court House, Hackensack. 

District Supervisqr, James D. Moore, 
Fort Lee, N. J. 
Phone, Hackensack 1662, Fort Lee 66. 

February 25th, 1926. 

Hon. S. H. Terrell, Comptroller, Austin, 
Texas. 
Dear Sir: Enclosed please find check 

in the amount of $4,195.86 in payment 
of tax assessed in re estate William 0. 

•Allison; dedeooed, late of Englewood 
Cliffs, New Jersey. 

We beg to advise you herewith that 
the distribution of the residuary estate 
is being contested in the Court of Chan­
cery in the State of New Jersey, on the 
ground that the heirs-at-law, a widow 

· and three children, should share instead 
of the beneficiary named. If this con-

test is successful, we shall pray relief 
in this matter. 

Will you please forward the receipt 
and waivers to me at the Court House, 
Hackensack, N. J. ! 

Very respectfully yours, 
G JAMES D. MOORE. 

Enclosure. 

(The following letter was also intro­
duced and received in evidence, a.nd 
marked "Exhibit 82..'') 

March l, 1926. 
Hon. James D. Moore, Court House, 

Hackensack, N. J. 
In the matter of the estate of William 

O. Allison: 
Dear Sir: This will acknowledge re­

ceipt of check in the sum of $4,195.86 
in payment of inheri ta.nee tax assessed 
against the above estate, for which I 
thank you. 

I note that you advised that this 
estate is now in litigation, and in event 
the result should change the beneficiariea 
that you will ask relief in this matter. 
Therefore, this is to advise that ·I am 
placing this sum in escrow to be held 
for a reasonable length of time, awaiting 
further advice in the matter. 

I am also enclosing herewith permit 
for the transfer of stocks and bonds held 
bv the above estate as reported in origi­
nal affidavit of executors. 

Yours very truly, 

JMcK:AE 
Encl. 

Comptroller. 

Q. Mr. McKay, this was the letter 
which tendered the remittance, wasn't 
it? 

A. I believe that it is-correct. 
Q. That letter is dated the 25th of 

February, 1926, isn't it! 
A. Yes, sir. 
Q. That money was not deposited in 

the Austin National Bank until March 
20, 1926, was it! 

A. We have the record of the Austin 
National Bank. 

Q. Now, what was being done with 
that money during that month! 

A. I couldn't tell you; I couldn't 
answer that question for the reason that 
I didn't handle either of those checks. 
Mr. Woodall was then my superior; he 
had charge of it. 

Q. Did you see the checks when they 
came in! 

A. I did. 
Q. They came to your desk, didn't 

they? 
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A. They did. I answered the com­
munication, acknowledged receipt of it. 

Q. Yes, sir. And you simply turned 
the checks over to Mr. Woodall! 

A. Correct. 
Q. Now, I believe you testified that 

a record was kept of money collected, 
checks held in escrow! 

A. In my division! 
Q. Well, who kept that record! 
A. I made no inquiry; I had no oc­

casion to make any inquiry as to who 
at that time handled these accounts. At 
that time I was a subordinate in that 
division. 

Q. Didn't you have any record by 
which you could audit these accounts! 

A. You could audit these accounts 
from the files, that was the only record 
that I know of by which they could be 
audited, until after they had been passed 
to the State Treasury. 

Q. You mean to say there was no 
record kept in permanent form of any 
of the moneys put in to be held in 
escrow in the inheritance tax depart­
ment! 

A. I say we have never at any time 
had, to my knowledge, any such record 
in that division. 

Q. If one of these files were to dis­
appear, it would make a serious diffi­
culty with you in making an audit, 
wouldn't it! 

A. Well, I rather think it would. 
Q. You had no other record except 

the file itself! 
A. That is all. 
Q. And there were only six of those 

that came through your desk, and of 
those six two have never been accounted 
for, have they! 

A. They had not up to that time. 
Q. Up to that time! Now, what was 

the reason, you say, the Griffith estate 
was protested! This paragraph you 
have marked, I suppose, is the only one 
that refers to that, is it! 

A. The only one. 
Q. And that reads as follows: "We 

protest, however, against your compu­
tation of the inheritance tax due from 
this decedent's estate"-that is right, 
isn't it! 

A. So far as I know, tba t is correct ; 
yes, sir. 

Q. Yes, sir. Now, that was the only 
protest made, was it! 

A. The only protest as far as I know. 
Q. Did you receive that letter (show­

ing witness a letter) ! 
A. I assume that I did, because the 

file discloses that I answered it. 
Q. Yes, sir. 

A. I either received it or it was laid 
on my desk for reply. 

Q. Did you receive the remittance! 
A. Why, I couldn't testify that I re­

ceived the remittance, because it is pos­
sible that it might have been received 
by Mr. Woodall and placed on my desk 
for reply. I did reply to that letter and 
acknowledged receipt of the check. 

Q. Can you tell from your records 
the day you received that check! 

A. I could tell from my records the 
day I acknowledged receipt of it. 

Q. Yes, sir! 
A. (Handing counsel a paper.) 
Q. You acknowledged receipt of it on 

January 25th-that is the date of this 
letter, isn't it! 

A. Correct. 
Q. And the check was not deposited 

in the Austin National Bank until Jan­
uary 30, isn't that right! 

A. Correct. 
Q. What was being done with the 

check in the meantime, do you know! 
A. I couldn't tell you. 
Q. Both of these were dated in the· 

year 1926; now, one on January 30, 
when the aeposit was made, and the 
other one on March 20, isn't that true! 

A. Correct. 
Q. And no payment of any other of 

them was made in the State Treasury 
until January 27, 1930 ! 

A. I believe that is the date, Jan­
uary 27, 1930. · 

Q. Yes, sir. Mr. McKay, you spoke 
a moment ago of asking Mr. Terrell if 
he knew anything about these two 
amounts of these estates; you testified 
that! 

A. Yes, sir. 
Q. What did he tell you! 
A. He told me that he had not han­

dled anything-had not handled those 
accounts with the funds in escrow, the 
banks in which the funds in escrow had 
been deposited. 

Q. Did he tell you in this conversa­
tion that they had been traced into his 
account in the Austin National Bank! 

A. No, he didn't tell me that at that 
time. 

Q. Did he tell you that later! 
A. We had a report from the Auditor 

which showed that they had been de-' 
posited in the Austin National Bank. 

Q. You had seen the Auditor's re­
port, then, had you, at that time! 

A. I believe that he furnished-first 
furnished the Comptroller with a state­
ment before he filed the original report. 

Q. He furnished the Comptroller 
with a statement, did he! 
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A. These items, the items of these 
two accounts. 

Q. Yes, sir. That is true, then, that 
he did furnish the Comptroller infor­
mation to this effect before he made any 
l'eport to the Legislature, didn't he Y 

A. He furnished a statement. 
Q. Yes, sir! 
A. Pointing out certain items, before 

be filed his original report. 
Q. And asking for further informa­

tion with reference to them, didn't he! 
A. I believe tlia t Mr. Terrell would 

]>rohably be a better witness on that 
point. 

Q. Well, didn't he ask tbat informa­
tion of you, weren't you present when 
be was there, haven't you testified here 
a moment ago that you brought out 
-these files of the Allison estate and the 
-Griffith estate and showed them to the 
Auditor! 

A. I did. 
Q. Well, didn't he request all the 

information of you then as to the dis­
]>osition of these receipts? 

A. He did. But Mr. Terrell wasn't 
present when the Auditor made that 
-request. 

Q. All right, he requested it of you, 
didn't he! 

A. He did. 
Q. You were not able to show him 

:any of those cancelled checks-and that 
is part of this Austin National Bank 
.11CCOunt, were you! 

A. I was not. 
Q. You didn't keep this account, did 

:you? 
A. I did not. 
Q. Did you ever receive any state­

ments from the Austin National Bank 
<Or the Texas Bank & Trust Company? 

A. I never received any statement. 
Q. You didn't check on either of 

these accounts, did you! 
A. I never received checks or gave 

them. 
Q. On either of them, did you! 
A. On either of those or any other. 
Q. Do you know any other employe 

to. the Comptroller's office who did check 
on these bank accounts except Mr. Ter­

. rell f 
.._.A. Of my own personal knowledge, 
.t don't. 

Q. No, sir. Now, then, getting to 
-that point that we were just discussing 
-the Auditor did request information 
()f. Mr. Terrell and of you T 

A. He did of me. 
·Q.. Yea, sir. And he furnished you 

. c .atlLtement in advance? ' ·t· Yes, sir. 
:·. ·' · Now, you mentioned a while ago ''° ·senator McGregor that the Auditor 

did not report these other four estate 
items. What did you mean by that, Mr. 
McKay? 

A. I mean that when the Auditor 
filed-there was a supplemental report, 
he stated there were approximately $54,-
000.00 of funds tha.t had been deposited 
in tbe Texa.s Bank & Trust Company 
and in the Austin National Bank that 
had not been accounted_. for, when, in 
fact, he knew that $15,532.81 from the 
Inheritance Ta.x Division had been ac­
counted for. 

Q. Well, now, haven't you just stated 
tha.t you did not furnish him any can­
celled checks a.nd did not show him any 
evidences of the disbursements of that 
account? 

A. No, I didn't make the statement 
in that way. 

Q. Well, what statement did you 
make! 

A. I stated the Auditor had before 
him the informa.tion contained in each 
of those files, he had before him the 
deposit warrant number of the State 
Treasurer, showing that these moneys 
had been transferred to the State Treas­
ury, in this account; then they went to 
the Bookkeeping Department to verify 
those numbers, and they had these de­
posit receipts from the Treasurer to 
look up, each one of these deposit slips. 

Q. That is with reference to those 
four estates that you hav~ already men­
tioned? 

A. Yes, sir; and I saw the ones you 
refer to. 

Q. But answering my original ques­
tion, you did not disclose the bank state­
ments that these funds had com• from T 

A. I did not have it. 
Q. You do not know of any other 

employe in the Comptroller's office who 
ever furnished the Auditor with any of 
these bank statements! 

A. Personally, I do not. 
Q. Now, with reference to the deposit 

of $5883 on January 27, when that 
money was deposited in the Treasury, 
did it com~ out of the Austin National 
Bank account? 

A. I \lo not think so. Mr. Terrell 
told me that this money belonged to the 
State. Then Mr. Terrell brought some 
cashier's checks to my desk, covering 
these two accounts-amounts, and I 
passed them in the ordinary way of 
transacting this business to Miss Will­
man, wjlo receipted for them and de­
posited them in the Treasury. 

Q. How many cashier's checks were 
there? 

A. There were two. 
Q. What was the amount of them T 
A. One was for $$4195.86-
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Q. That was for the Allison estate 1 
A. Yes, t"ir; and the other was for 

$1362.67. 
Q. That was for the Griffith estate? 
A. Yes, sir. 
Q. From what bank were those checks 

drawn? 
A. I declare, I can not answer that 

question. 
Q. 'Vhat was the date on those spe­

cial checks! 
A. I am not sure about that, but it 

must have been about .January 27. 
Q. The same dav on which the de-

posit was made? · 
A. I cannot say whether :.\lis.' Will­

man turned the checks in that clay or 
the next. 

Q. Do vou know where ihe monev 
came fron{ for the purchase of those 
checks? 

A. To my own personal knowledge, 
I only know where part of it came from. 

Q. \\110 did it come from? 
A. Ben Grafton, I understand, gave 

his check for $750.00; Worth House 
gave his check for $300.00 and H. H. 
Connor ga \'e bis check for $500.00. 

Q. Well. go on. Did not Mr. Powell 
give bis check for $250.00? 

A. Well, I belie>-e he did. but I do 
not think that Mr. Powell ever told me 
so himself. 

Q. But vou have information that be 
did? . 

A. Yes, sir. 
Q. Where did the other come from! 
A. Peroonally, I do not know, but in 

a general way. I think that he borrowed 
it from some of his friends. 

Q. Who borrowed it-Mr. S. H. Ter-
rell! · 

A. I assume that he did. 
Q. Is it not a fact that he tole\ you 

he did? 
A. That is true. Some of his friends 

made up this amount. 
Q. That is, his friends made up 

$4,000.00, is tliat right? 
A. llfore than that. 
Q. But of that amount $750.00 was 

Mr. Grafton's check, $500.00 was Mr. 
Connor's check; that would be $1.2.50.00. 
and the $250.00 contributed by the check 
of :llr. Powell would he *1.fioo.OO, and 
Mr. House's check for $300.110. that 
would make $1.800.00; that would leave 
$4,083.00 or approximatel.v $4.100.00 
that was made up hy other means. would 
it not! 

A. Yes, sir. 
Q. I will ask you if this is not true­

that that was taken down to the hank 
and was comprised of forty-one one hun­
dred dollar hills! 

A. I will state that I never saw a 

dollar of the money personally. I will 
further state that I did not go to the 
bank and do not know who did go. 

Q. I will ask you if Mr. Terrell has 
not told you that that is a fact? 

A. No, sir ; he has not. · 
Q. He did not tell you that part of 

it, then 1 
A. He did not. 
Q. No, sir. At any rate, to make the 

matter clear to the House, the amount 
due the Allison estate of $4,195.00 and 
the amount owing on account of the 
Griffith estate of $1,362.00 were both 
deposited in the Austin National Bank 
and the reimbursement to the Treasurer 
did not come out of that bank. Is that 
true? 

A. You mean the original amount? 
Q. The original amount. 
A. I am quite sure it did not come 

out of that bank. 
Q. But both amounts were deposited 

in that bank 1 
A. Both amounts were originally de­

posited in the Austin National Bank. 
Q. And approximately four years be­

fore they were turned into the Treasury t 
A. That is the record. 
Q. Did you take any receipts for 

these cashier's checks? 
A. From whom! 
Q. Well. from any one at the time 

they were delivered to you and were by 
you delh·ered to the Treasurer or to 
some one and by them to the Treasurer 
-these are th<• Comptroller's reports, 
are they not! 

A. They are the Treasurer's receipts. 
Q. The~· are issued by the Treasurer 

hut to the Comptroller, is that right! 
A. Yes, sir. 
Q. Mr. McKay, you have seen the 

State Auditor's supplemental report as 
of .Tanuarv 29? 

. .\.. Yes, sir. I have read the report 
hut may not have gone through it care­
fullv. Q: Well. thi' is a copy of it, is it 
not 1 

A. Ye~. sir. 
Q. 1 will n.'k you if on page 21, there 

i~ not a ~tatement of the escrow ac· 
cnnnt: "~lorw~· c•ollerted-held in es­
l'fow"? 

A. Ye,, sir. and this appears on the 
stnte1nent. 

Q. Ami upon that statement there 
does not appear either of these items 
yon are te:-itifying about? 

A. No, sir. 
Q. I will ask you if there does not 

appear in that report an exhibit of the 
Austin National Bank account or what 
purports to he such an exhibit 1 

A. l'orreet. 
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Q. I will ask you if that account 
does not contain either deposit of these 
four inheritance tax amounts that you 
have mentioned, besides the Allison and 
Griffith estates? 

A. They do. 
Q. They are there, then, are they not 1 
A. That is true. But that report 

does not disclose the disposit10n of those 
funds. 

Q. No, sir, it does not. You have 
seen the audit made by J. A. Phillips 
at Mr. Terrell's suggestion, haven't you? 

A. Yes, sir. 
Q. That is it? 
A. Copy of it. 
Q. I will ask you if it does not show 

the same items as incorporated in the 
report of the State Auditor! 

A. It shows them item by item. 
Q. And the statement relative to 

those accounts made by .the State Au­
ditor was true as shown by the audit 
!Rade by Mr. Phillips for Mr. Terrell 1 

A. As to the deposits of these items 
they both agree on that. 

Mr. Stevenson: That is all. You can 
take the witness. 

Cross Examination. 

By Mr. McGregor: 
Mr. McGregor: Mr. McKay, you 

state that they did not show the disposi­
tion of this money. These auditors did 
not show the disposition of these four 
estates. What do you mean by that 1 

A. The auditors show where they 
were deposited, but I have not been able 
to find where ·they show any disposi­
tion. 

Q. And your testimony shows the dis­
position of these amounts? 

A. My testimony is and the file dis­
closes the disposition of the funds in 
those four estates, shows the deposit 
warrant number of the funds that went 
into the Treasury and the receipts ac­
knowledging the funds that were re­
turned to the taxpayer. 

Redirect Examination. 

By Mr. Stevenson: 
Mr. Stevenson : I do not want to 

lea\•e the House in confusion as to what 
you mean by your testimony. I want 
yau to examine this page and see if 
every item you have testified to is not 
shown as a check or deposit against that 
account? 

A. I think those items show a debit 
but in his summary or his general state­
ment, he made the statement of $54,-
000.00 that had not been accounted for 
without mentioning those items. 

Q. Did not he state that was with 
reference to some large sums and did 
not he say that same had not been satis­
factorily accounted for? 

A. I so understood same. 
Q. Is it not true that he had no rec­

ords to go by to try to analyze this 
Austin National Bank account? 

A. My understanding is that he had 
no records other than in the Austin 
National Bank. 

Recross Examination. 

By Mr. McGregor: 
Mr. McGregor: Mr. McKay, Mr. 

Stevenson showed that the checks were 
received one day and the receipts for 
the amounts show a different date to the 
date on which these checks were de-· 
posited. When a check is deposited for 
collection it would not be entered in the 
books of the bank until the money was 
paid, would it? 

A. You will have to ask the bank 
about that. 

Mr. Stevenson: That is all, Mr. Mc­
Kay. 

Mr. McGregor: That is all, Mr. Mc­
Kay. 

The Chairman: Who will you have 
for your next witness, gentlemen? 

Mr. McGregor: Call Mr. F. B. Harde­
man. 

Whereupon, F. B. Hardeman being 
duly sworn by the chairman testified 
as follows on 

Direct Examination. 

By Mr. Keeling: 
Mr. Keeling: Please state your name, 

age and place of residence. 
A. F. B. Hardeman, forty-nine years 

old, and I live in Austin, Texas. 
Q. State your place of business. 
A. State · Comptroller's Department. 
Q. What are your duties there 1 
A. My title is Financial Statistician. 

My duties are to compile the records, 
preparing the reports to the Governor, 
and the Legislature or anyone else who 
may request. 

Q. State how long you have been em­
ployed in the Comptroller's office? 

A. Nine years, the 19th day of last 
January. 

Q. In the same capacity in which 
you are now working? 

A. No, sir. 
Q. State the various positions you 

have held in that department? 
A. I was employed in January, 1921, 

as Occupation Tax Collector and Au­
ditor. 
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Q. State the duties that are now 
devolved upon you in that department! 

A. I compile the data requested by 
the Governor or the Legislature and also 
make up a monthly statement and the 
annual report each year. 

Q. Have you performed that duty? 
A. Yee, sir. 
Q. Is there any difference in the man­

ner in which you have performed that 
duty under Mr. Terrell and the manner 
in which you performed that duty under 
other Comptrollers! 

A. None whatever. 
Q. Was it your duty to prepare­

part of your duties to prepare the an· 
nual statement of the Comptroller! 

A. Yes sir. 
Q. Have you before you now the last 

annual statement of the Comptroller! 
A. I have the one for 1928. 
Q. Have you the annual statement 

for several years preceding ~ 928 ! 
A. I have. 
Mr. Keeling: We now will offer in 

evidence the annual report for five years 
next preceding this investigation, not 
to be read in evidence but to be marked 
as exhibits and filed and not to he copied 
into the record hut to he used for refer­
ence purposes only. Will you hand me 
the annual report for 1924 ! 

A. Yes, sir. 
Q. Was this report made to Honor· 

able Lon A. Smith, Comptroller! 
A. It was. 
Q. Does this report show by whom 

it was prepared in the Comptroller's 
Department! 

A. It does. 
Q. State the name of the person 

shown to have prepared that report! 
A. Charles N. McClendon. 
Q. I will ask you if this is the same 

Charles N. McClendon who has been 
acting in the office and around the office 
of the State Auditor! 

A. It is. 
Mr. Keeling: I desire at this juncture 

to read the letter of transmittal in the 
report. I will ask the Reading Clerk 
to read it. 

Whereupon, the Reading Clerk read 
the letter of transmittal above referred 
to which is as follows: 

Statement of Statistician. 

Austin, Texas, November 1, 1924. 
Hon. Lon A. Smith, Comptroller of Pub­

lic Accounts. 
Dear Sir: The statistical tables im­

mediately following this statement con­
tain summaries showing the percentages 
that e~ch class of receipt or disburse-

ment hears to the total receipts or dis­
bursements. 

These summaries are followed by tables 
showing in detail the various receipts or 
disbursements that go to make up the 
different classes or groups. The detailed 
~tatements follow in exactly the same 
order as the various group totals appear 
in the summaries. 

It must be borne in mind that in 
classifying these disbursements only ac­
tual warrants issued are consideired. 
Encumbrances in addition to outstand­
ing warrants, such as incompleted con­
tracts or unused appropriations, are not 
shown in connection with the fund ac­
counts. 

Table No. 69 shows the condition of 
the general revenue fund after considera­
tion of the cash on hand and the actual 
warrants outstanding; and, in addition 
to this, shows the other encumbrances in 
the way of outstanding appropria.tions. 

These tables are not considered to be 
perfect in either form or content; hut, 
in an accounting system where receipts 
1md disbursements are classified more 
by departments than by the actual 
sources of the receipts or the functions 
of the disbursements, they will serve to 
t·onvey more information than has 
previously been available in this report. 

Respectfully, 
CHARLES N. McCLENDON, 

Financial Statistician, 
Comptroller's Department. 

Q. I will ask you if you have pre­
pared the same subject-matter that en­
tered into the report of 1924, and the 
"ame subject matter that has entered 
into each annual report thereafter! 

A. I have. 
Q. I will ask you if it is substantially 

the same data each year? 
A. It is. 
Q. The basis for making the teport 

in 1924 and each succeeding year is 
,,ubstantially the same! 

A. Yes, sir. 
Mr. Keeling: You may take the wit-• 

ness. 
Mr. Stevenson: Yes, sir. 

Cross Examination. 

By Mr. Stevenson: 
Mr. Stevenson: You have mentioned 

six annual reports, is it six or seven! 
A. Five annual reports of the Comp­

t1 oller's office. 
Q. Is there anything in any of those 

reports which shows what S. H. Terrell 
has done with .these amounts of money 
which are unaccounted for? 

A. There is not. 
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Q. So far as you know, those re· 
ports have no bearing on this inquiryi 

A. None whatever. 
Mir. Stevenson: That is all. 
The Chairman: Call your next wit­

ness, please. 
Mr. Keeling: We want Mr. Robison 

-J. T. Robison. 

Whereupon, J. T. Robison, a witness 
for the respondent, being duly sworn 
by the chairman, testified as follows, on 

Direct Examination. 

By Mr. Keeling: 
Mr. Keeling: Please state your name 

and place of business. 
A. A1y name is J. T. Robison­

known as Kit Robison. I am employed 
in the Comptroller's Department as 
chief warrant clerk. 

Q. How long and in what capacity 
have you had employment in the State 
Comptroller's office! 

A. I was employed first September 
1, 1915, as warrant clerk in the sheriffs' 
department first, later as chief war­
rant clerk and for the last two and a 
half years as general warrant clerk. 

Q. You are, at present, the general 
warrant clerk for Comptroller S. H. 
Terrell! 

A. I am. 
Q. Will you state the nature of your 

duties there? 
A. My duties are to examine and 

audit and approve for the issuance of 
. warrants all accounts drawn on the 

general revenue. 
Q. Throughout the State of Texas! 

•A. Yes, sir. For all the depart­
. ments, State institutions, and State 

sehools. 
Q. It is needless to say that this 

constitutes a great number of warrants! 
A. Out of the general revenue, we 

drew last year almost one hundred 
thousand warrants. 

Q. Will you state the system used 
in that department for keeping these 
warrants so that they can thereafter 
be referred to ! 

Ac. Accounts, of course, are kept 
against each appropriation made by the 

.·Legislature. Each appropriation has a 
>fl.llmber and every account drawn 
-~!I-inst that appropriation is entered 
tJj the bookkeeper and bookkeeping ma­
~ against the appropriation. We 
~lso have a numerical list of all claims 
,lied, approved on which warrants are 
h•ilecl. A numerical list covers, of 
~e, ·warrant number, and is kept in 
tlt order warrant numbers are issued. 
,(~; Do you have an alphabetical list 
, ·'.Warrants f 

A. No such list is kept for the gen­
eral revenue. 

Q. Was there ever, in the history 
of this State, so far as you know, such 
list kept at any time? 

A. When I was subpoenaed to ap· 
pear as a witness here, my subpoena 
called for the production ,here with me 
before the committee of an alphabetical 
list of the claims. ·We did not keep 
an alphabetical list, and, of course, I 
could not bring that list to the com­
mittee. I went back in the records as 
far as 1840 and I could not find an 
alphabetical list of claims at any 
time. The law, as I understand, call· 
ing for the keeping of this list was 
passed in the year 1910. Since then, 
we have had six Comptrollers, and at 
no time have any of them kept, so far 
as the records show, an alphabetical 
list of claims. 

Q. I will ask you if it would take 
more employes to keep an alphabetical 
list than the numerical list that you 
are now keeping! 

A. Certainly. The alphabetical list 
would require in keeping general reve­
nue warrants at least three more clerks 
than we now employ, and would only 
be a duplication of the work. In the 
llighway Department warrants the em­
ployment of five or six and possibly 
more clerks to handle the warrants and 
keep an alphabetical list in addition 
to the numerical list now kept. 

Q. Has the Legislature ever pro­
vided employes sufficient to keep an 
alphabetical list of the sundry claims 
on the general ·revenue of the State 
of Texas! 

A. They have not at any time, and 
they do not at this time, have a suffi­
cient number and have not been at any 
time since I have been there as chief 
warrant clerk. 

Q. I will ask you if the system .you 
have now, or the system you employ 
at this time, is a practical system and 
enables you to secure the information 
that may be desired about these various 
claims! 

A. The system now used seems to be 
very practicable for all purposes. We 
have no trouble in locating warrants 
that are lost and giving the items and 
information that is called for about the 
accounts, or the warrants which have 
been issued. 

Q. With reference to the approval 
of the Comptroller's accounts by the 
Secretary of State, I will ask you what 
the practice is at this time in your 
department! 

A. I do not handle warrants and 
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claimR that go to 1he Hecretary of 
State's office. 

Q. With reference to your own 
claimR, have you recently had occasion 
to have a conference with the Secre­
tary of State with reference to work­
ing out a system by which the Secre­
tary of State shall approve the claims 
of the Comptroller ? 

A. During the latter part of last 
month. I was called on by Mr. Terrell 
to confer with the Secretary of State 
re.lative to her apprnval of our war­
rants for payroll for the month of Jan­
uary, and also the itpproval of a few 
traveling expense accounts. We could 
not agree on the form of the affidavits 
that the Secretary of State demanded 
and required of the Comptroller. 

Q. Was there ever a time before this 
presentation of the last accounts that 
the 8ecretar~- of State was called upon 
to approve the accounts of the State 
Comptroller! 

A. Not that I know of. 
Q. Did the Secretary of State fur­

nish you with a statement of the affi­
davits that would be required to au­
thentieate your claims against the 
State for your expense accounts? 

A. The Secretary of State furnished 
Mr. Terrell with a list of requirements 
that they expected to be met by Mr. 
Terrell, enclosing a number of affi· 
davits, and Mr. Terrell sent me to the 
Secretary of State's office with this 
matter. I objected for Mr. Terrell to 
the whole proceeding. Particularly to 
the unnecessary affidavits, as I thought 
them unnecessary. 

Q. You have seen them, that list of 
requirements made by the Secretary of 
State! 

A. Yes, sir. 
Q. I will ask you if you, in good 

faith, attempted to work out a basis 
of operation with the Secretary of 
State! 

A. I asked the Secretary of State to 
be reasonable in fixing or preparing the 
affidavits or information that the Comp­
troller would be required by her to 
make, and attempted to reach an agree­
ment with her, but at the time nothing 
was done and was postponed until the 
present month. Nothing has been done 
up to date. except to furnish the Comp­
troller with the affidavits that he is re­
quired to attach to bis accounts when 
such accounts are transmitted to the 
Secretary of State for approval. 

Q. Have you a copy of the require­
ments? 

A. I do not have it with me. I have 
it on my desk. 

Mr. Keeling: We desire to introduce 

those requirements in evidence. Can you 
send some one to your desk to get the 
copies or go yourself! 

A. Yes, sir. 
Mr. Keeling: Mr. Chairman, would 

it he agreeable for the witness to be 
excused long enough to get these docu­
ments from his desk, as I think that 
would facilitate the proceedings. Coun­
sel for the House have agreed that he 
may go to his desk for these documents. 

Tbe Chairman: That is all right. 
Whereupon, the witness left the stand 

and went to his desk after the docu­
ments referred to. 

Mr. Woodruff: I move that the com­
mittee rise, report progress and ask 
leave of the House to sit again at 1: 30. 

The Chairman : The gentleman from 
Wise moves that the committee rise, re­
port progress and ask leave of the House 
to sit again at 1 : 30. 

Whereupon, the question was taken, 
and the motion prevailed. 

The Chairman: As chairman of the 
Committee of the Whole, I report that 
the committee bas arisen, reported prog­
ress and asked leave of the House to 
sit again at 1 : 30. Is there any objec­
tion 1 The Chair hears none, and the 
Committee of the Whole will stand re­
cessed until 1 : 30. 

The Speaker: The House will be in 
order. 

MONDAY, FEBRUARY 24, 1930. 

Afternoon Session. 

Pursuant to recess of the Committee 
of the Whole at 11 :50 a. m. Monday, 
February 24, 1930, the Committee of 
the Whole reconvened at 1 :40 p. m. 
February 24, 1930, with J. T. Robison, 
witness in behalf of the respondent, on 
the stand. 

By Mr. Keeling: 
Q. Mr. Robison, at the hour of ad­

journment you were asked to examine 
your files at your desk for the purpose 
of obtaining, if possible, the copy of the 
form of affidavit and other requirements 
hy the Secretary of State necessary and 
incident to the approval of the Comp­
troller's account before the same could 
be paid by the Treasurer of the State 
of Texas. Do you have that document 
now! 

A. I have. 
Mr. Keeling: I will ask the reading 

clerk to read the documents required by 
the Secretary of State. together with the 
enclosures there contained. Just read 
the entire file. 

The documents referred to were there­
upon received in evidence and were read 
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by the reading clerk, being identified as 
Exhibit 84, Exhibit 85 and Exhibit 86, 
and are as follows: 

Exhibit 84: 

Department of State, 
State of Texas, 
Austin, Texas. 

January 29, 1930. 
Hon. Sam Houston Terrell, Comptroller 

of Public Accounts, Austin, Texas. 
Dear Mr. Terrell: In an opinion dated 

December 18, 1917. the Attorney General 
holds that the accounts of the Comp­
iroller shall not be passed to the State 
Treasurer until audited by the Secretary 
of State; and obviously if I am to audit 
your account it is necessary for me to 
have the information I am requesting 
in this letter. So far as can be learned, 
this statute has never been complied 
with. Certainly no account of the Comp­
troller's Department has been approved 
by the present Secretary of State, either 
before or after it was passed to1 the 
Treasurer. 

In sending me your current monthly 
payroll, you requested that I approve 
them at once, presumably in order that 
the employes will not have to wait for 
their pay, a condition I should regret 
and hope to avoid. 

I can not, of course, approve these or 
any other payments without some 
knowledge both of the character of the 
eervices performed or purchases made 
and of the appropriations against which 
the warrants in payment are to be 
drawn. This information you will fur­
nish promptly in order that the pavroll 
will not be delayed. • 

As stated ab~ve, it 11as not been the 
custom previously for the accounts for 
your department to be submitted to the 
Secretary of State for approval. Now 
that you have begun to do so, it is 
assumed that you intend to continue the 
practice. I am, therefore, arranging a 
small set of accounts to be used in re­
cording and controlling these. The ac­
counts will be opened at once, but I 
shall not delay these particular payrolls 
in order to make any entries whatever 
in them. The information that it will 
be necessary for me to have before ap­
proving this particular payroll, however, 
can be supplemented in measure and 
will provide me with all the information 
I shall need to open these accounts. 

This information is as follows: 
I. An affidavit signed by.both your­

l!l!lf and the State Treasurer· showing: 
. (a) All the appropriations for your 

department, giving a reference to the 
~ of the Legislature covering them; 

(b) The account numbers and desig­
nations by which you officially refer to 
and describe each; 

( c J The unused balances in these ap­
propriations after considering every item 
of whatever kind or against whatever 
appropriation it may be drawn for 
which a warrant or warrants might 
have been drawn without. the approval 
of this department; and 

(d) A statement that the practice of 
passing the accounts directly to the 
Treasurer without approval of this of­
fice will be discontinued by both your 
office and the Treasurer's. 

This last I regret to have to ask, but 
you can readily understand that I can 
not approve any accounts without know­
ing the balances to the credit of the 
particular appropriations involved; and, 
if you should continue to pass your ac­
counts directly to the Treasurer, it will 
be seen that I could not have knowledge 
of these balances. 

2. An affidavit signed by yourself for 
each lump sum, bulk or group appropri­
ation, such as M 274, Tax Supervisors 
and M 307, apparently extra help, show­
ing all persons to be paid from them, 
the rates of pay and period of work of 
each. 

3. A copy of the voucher or vouchers 
which are to be approved by me, for my 
own files. (A photostatic copy of this 
particular pay roll will be satisfactory 
in order to save time.) 

4. A duplicate sworn invoice sup­
porting each warrant. 

5. An affidavit signed by yourself for 
each separate account that I am request­
ed to approve, as follows: 

(a) That the persons to whom pay­
ment is made are not indebted to the 
State; 

(b) That at the time the services 
were performed they held no position of 
honor, trust or emolument other than 
the one for which the approvals are re­
quested; and 

( c) That, if an employe is to be paid 
from an appropriation calling for a fixed 
sum for one employe for one year, no 
more than one-twelfth of the total sum 
is included in one month for the par­
ticular employe; or, if for a stated 
number of employes, all to be paid from 
one total sum, no single employe is to 
be paid in a single month a sum more 
than one-twelfth of the amount found 
after dividing the total sum appropri­
ated by the total number of employes 
permitted, or, if such be not the oase, 
the conditions surrounding the payment 
and your authority for making it; 

( d) That each of the persons on the 
payroll has actually performed the par-
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ticular duties and held the particular 
positions for which he is being paid and 
ts to receive the amounts for which war­
rants are to be drawn entirely for hie 
own use without any private agreement 
or understanding whatever that he ia 
finally to receive other or different 
amounts; and 

(e) That you have passed no account 
to the Treasurer without the approval 
of the Secretary of State since whatever 
date as of which the balances in the 
appropriation accounts called for in (I) 
above might be furnished. 

6. That you furnish me with a photo­
static copy of your December, 1930, pay­
roll in order that I may compare it with 
the one now submitted. 

In respect to these particular pay­
rolls, I am returning them to you with­
out approval so that you may make any 
needed revision or amendments to them, 
and I particularly call attention to the 
fact that the notary public has not 
shown a date on the certificate submit­
ted by C. D. Watts in connection with 
an automobile allowance and that the 
expense accounts submitted by J. K. 
Johnson and G. F. Railbolt are not ac­
companied by receipts that vouch for the 
correctness of the payments. 

A copy of this letter is being sent to 
the State Treasurer in order that he 
may be fully advised of all these mat­
ters. 

Trusting that this will result in a 
satisfactory compliance with the stat­
ute, I am, 

(Si~ed) 
JYM:S 

Exhibit 85: 

Very truly yours, 
JANE Y. McCALLUM. 

Department of State, 
State of Texas. 

Austin, Texas. 
February 21, 1930. 

Mr. S. H. Terrell, Comptrolier of Public 
Accounts, Building. 

Attention Mr. Robison: 
lllv Dear Sir: Enclosed are forms 

for \·our use in presenting your account 
to thi< office for approval, as required 
by Article 4345. 

In discussing these forms with Mr. 
Robison yesterday, the suggestion was 
made bv him that items I and 5 should 
be eliminated from the affidavit. Item 
I provides "there is no indebtedness 
to the State of Texas by the payees 
shown." We have eliminated from this 
item indebtedness in the nature of 
taxes. This requirement is imposed by 
Artirle 4350 in the following language: 

"No warrant shall be issued to any 
person indebted to the State." 

In connection with this item, Mr. 
Robison suggested that form 627 -b­
E367, which is in the form of affidavit 
presented by a person or company hav­
ing claim against the State for goods 
furnished, eliould contain a statement 
to the effect that such person was not 
indebted to the State. This matter waa 
discussed with the State Auditor, who 
advised that your office had formerly 
taken the position that the language 
in the form "that all lawful oft'eeta, 
payments, and credits had been al­
lowed" was sufficient to cover this point. 

Item 5 provides "that no portion of 
the money to be paid from particular 
appropriations will be used for any 
other purposes than that shown by the 
voucher and for which the appropria­
tions have been made." 

Mr. Robison stated that he felt this 
item was unnecessary because the re· 
quirement had already been covered in 
items 2, 3 and 4. Since this provision 
is taken from the Appropriation Act, 
it would appear that the requirement 
is reasonable, and we prefer that it 
be met. 

Mr. Robison stated that supporting 
receipts for moneys spent in traveling 
were not usually furnished by other 
departments. It would seem to be en· 
tirely reasonable for every employe 
making claim for such expenses to sup­
port it with original receipts, and we 
request that this be done in the future. 

Very truly yours, 
JANEY. McCALLUM. 

JYM:S 

Exhibit 86: 

Secretary of State. 

On or before rresenting accounts to­
the Secretary o State for approval, 
kindly furnish this office with a state­
ment showing all the appropriations 
made for the Comptroller's Department, 
giving reference to the acts of t~e Leg· 
islature in each case and showing the· 
account numbers and designating by 
which you officially refer to and. de· 
scribe each. This information may be 
furnished in the form of a list of the­
unused haJ.ances outstanding against 
each of the appropriations after con· 
sidering every charge of whatever kind 
made to or against these appropria­
tions without the approval of this de· 
partment. 

In order that this statement may be­
reconciled with the accounts of the 
Treasurer, kindly advise the I.a.st date 
and last warrant number which your 
statement includes. 
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Whenever accounts are submitted for 
approval, please submit a copy of tbe 
voucher or vouchers that can be re· 
tained in the Secretary of State's files. 
Also, in tbe case of a.ny in voices that 
are to be paid, please eubmit in each 
inetance a duplicate invoice fully exe· 
cuted. Thie should be done in each in­
stance except that, while payments for 
traveling expenses should be accom· 
panied by supporting receipts, these 
need not be in duplicate. It will only 
be necessary to see the originals, and 
these will be returned to your files. 

Some blank forms of affidavits are 
enclosed and it is requested that one 
of these be executed and submitted with 
each account that the Secretary of State 
is to approve. 

Exhibit 86-a. 

Affidavit. 
To Accompany Payrolls and Pay 

Vouchers. 

I hereby certify that, to the best of 
my knowledge and belief and as shown 
by the records of my office, tl1e follow· 
ing are the facts regarding the person 
or persons to whom payment is to be 
made in aecorda.nce with the attached 
payroll or voucher dated ........... , 
193 ... ., totaling $ ...... .. 

(I) There is no indebtedness to the 
State of Texas by the payees shown, 
unless for taxes. 

(2) If payments are for personal 
services, at the time the services were 
performed, the person or persons to 

·whom payment is to be made, held no 
position of honor, trust or emolument 
other than the one for which payments 
are directed in the above named voucher 
or payroll. 

( 3) The payees shown are to re­
ceive the amounts for which the war· 
rants are to be drawn entirely for their 
own use without any private agreement 
or understanding whatever that other 
or different amounts will be finally re-

, ceived. 
( 4) Each of the persons on the pay· 

ron has actually performed the duties 
a.nd held the particular position for 
whieh payment is directed, except a.s 
.will be stated below. 

(6) No portion of the money herein 
. f.o be paid from particular appropria· 
tion will he used for any other pur· 
),klses tha.n that shown by the voucher 

and for which the appropriations have 
been made. 

( 6) I have passed no aecount to the 
Treasurer without approval of the Sec-
retary 'of State since (date) ......... , 
193 .... , the last warrant number be-
ing (No.) ......... . 

State Comptroller of Public 
Accounts. 

Sworn to and subscribed to before 
me, this the .. .. day of ............. ., 
A. D. 193 .... 

Notary Public in and for Travis 
County, Texas. 

Q. Mr. Robison, are all payrolls or 
expense accounts of the various offices 
or departments of the State govern­
ment required to have supporting affi­
"""'its? 

A. They are. 
Q. Are all expense accounts or pay­

""''• of the various departments of the 
3tate government required to be ap­
p10Yed ! 

A. State the question again, please. 
Q. Are all payrolls and expense ac­

"•rnnts by the various departments of 
'he State government required to be 
a ;>p;·oved by the head of the depart­
n1ent Y 

A. Yes, sir. 
Q. r will ask your if there is any 

otlior department of the State govern­
ment that is required to have the pay­
roll or expense account authenticated 
in the manner in which the Secretary 
of State is requiring that the Comp­
troller of Public Accounts is required 
to have his accounts authenticated! 

A. Absolutely none. 
Q. As an example, for instance, we 

will take the present State Auditor 
and Efficiency Expert. Does his account 
contain the information and data re­
quired of the State Comptroller! 

A. It does not. 
Q. What form of affidavit is re· 

quired of all other departments of the 
State government except the State 
Comptroller? 

A. The form of affidavit used gener­
ally by all departments is that used 
by the Land Office for their January 
payroll, a copy of which I have here. 

Mr. Keeling: Will you read just the 
form of affidavit. We offer the form 
of affidavit approving the State Land 
Commissioner's account and payroll for 
last month . 

The affidavit was thereupon received 
in evidence, marked Exhibit 87, &nd 
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was read by the Reading Clerk, a• fol­
lows: 

The State of Texas, 
County of Travis. 

Before me, the undersigned authority, 
on this day personally appeared J. H. 
Walker, Commissioner of the General 
Land Office of the State of Texas, who 
being duly sworn on oath deposes and 
s1<y•, that the foregoing payroll of offi­
cer• and employes of the General Land 
Office for the mouth of January, 1930, 
is •·orrect and that no part of same has 
been paid out. and that the ~mployes 
herein named are not related w1tlun the 
third degree of consanguinity or affin­
ity to the head of the department, who 
has the power in whole or in part to 
make such appointment. 

Q. Is that form used by all of the 
departments of State government except 
the Comptroller! 

A. Practically all; and the Comp­
troller has used that form heretofore 
and up to now. 

Q. l will ask you if the Secretary 
of State advised who prepared the 
forms she submitted for the Comp­
troller to adopt I 

A. When I asked her, the Secretary 
of State, who prepared the forms, she 
declined to give me the information, 
but '.\Ir. McC\eudon, of the Auditor's 
Department, afterwards, in the con fer­
ence that afternoon, admitted or stated 
that he prepared, or assisted in the 
preparatit•n, of these affidavits. 

Q. But did Mr. McClendon give to 
you auv explanation why the Comp­
troller 'would be required to make a 
form of affidavit different from any 
other officer of the State goyernment? 

A. Hi!-l 8ugge~tion ur explanation was 
that it was necessary for the protec­
tion of the Secretary of State. 

Mr. Keeling: I yield the witness to 
you, gentlemen. 

Cros~-Examination. 

By ::llr. Stevenson: 
Q. Mr. Robison, I beli_eve ;rou stated 

that in making your mqu1ry as to 
whether this alphabetical list of claims 
ha<I hecn kept you went back to 1840 I 

A. 1846, I believe it was. 
(}. You are familiar with the laws 

with reference to that, are you not, 
Mr. Robison 1 

A. With reference to the keeping of 
an alphabetical list I 

Q. Ye•, sir. 
A. Somewhat, yes. 
Q. Don't you know that there was 

not any \aw on that question until the 

Third Called Session of the Legislature 
in 19101 

A. That is the first law that I have 
any knowledge of. 

Q. But there bas been no statute 
that to be kept until 1910! 

A. Not that I know of, no, sir. 
Q. Since that time it has not been 

kept! 
A. As I stated in the beginning, we 

have had six Comptrollers, beginning 
with Mr. Lane, and up to Mr. S. H. 
Terrell, and neither one of them have 
kept such a list. 

Q. And the present Comptroller, S. 
H. Terrell, does not keep the list either, 
does he! 

A. No, sir. 
Q. Now, you stated with reference to 

having the approval of the Secretary of 
State, isn't it a fact that the Comp­
troller is the official vested with the 
authority to approve accounts of all 
other departments T 

A. Yes, sir_ 
Q. And the other departments use 

the form of affidavit prescribed by the 
Comptroller, do they not 1 

A. Yes, sir. 
(~. Then the Secretary of State is 

vested with authority to approve the 
Comptroller's account, is she not! 

A. Yes, sir. 
Q. And now you say she bas pre­

scribed the form of affidavit that is dif­
ferent from the others! 

A. Entirely. 
Q. That is within her discretion, is 

it notT 
A. I would judge so. 
Q. Did you offer any counter form 

of affidavit! 
A. None whatever, only the affidavit 

similar to the form we use. and she used 
and attached to her payroll• and ac­
counts. 

Q. And the Comptroller makes the 
approval for the Secretary of State's 
payroll, does he not! 

A. Yes, sir. 
Q. And she complies with his re­

que"t, doesn't she! 
A. Yes, sir. 
Q. And you refused to comply with 

hers on the same matter I 
A. I did not refuse to comply with it. 
Q. I thought you stated that the rea­

son there bad been no compliance was 
that you found it impossible, or some­
thing, to comply, wasn't that it! 

A. I stated, I believe, that I thought 
it was impracticable and unreasonable. 

Q. You thought it was impracticable 
and unreasonable T 

A. Yes, sir. 
Q. As a matter of fact, to make it 
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clear to the House, you have not com­
plied with the regulation, have you! 

.A. I have not up to date, but will 
you let me explain! 

Q. Yes . 
.A. Mrs. McCallum, when the payroll 

was submitted to her last month, and 
Mr. McCiendon stated that it was neces­
sary for her protection that she have 
this form of affidavit executed by the 
Comptroller and attached to his ac­
counts, I asked the question if he 
thought it was necessary or right for 
the Comptroller to have all the other 
departments and institutions and schools 
attach similar affidavits to their ac­
counts, and he said that would be a 
matter for the Comptroller himself, that 
he would have to judge of. 

Q. That is exactly as I stated a mo­
ment ago, that it is within the dis­
cretion of the Comptroller as to the 
form required by him. 

A. I told him at the time that we 
might, as a matter of precaution, later 
find it· necessary for our protection or 
for the Comptroller's protection, to 
adopt similar form of affidavits for 
other departments and institutions and 
schools. 

Q. In this letter that you had read, 
written by the Secretary of State, she 
refers to the fact that the Attorney 
General construed this back fa 1917 and 
gave an opinion that the Comptroller 
should secure the approval of the Sec­
retary of State, doesn't she! 

A. Yes, sir. 
Q. And since that interpretation was 

given, the law has not been complied 
with;'has it? 

.A. I do not know. I could not an­
swer that. 

Q. I thought you said you had made 
inquiry, Mr. Robison, and found out if 
it had! 

.A.. On what point! 
Q. On the approval of the Secretary 

of State to the Comptroller's accounts. 
.A. Not since I have been in the office 

that f know of. 
Mr. Storey of Wilbarger: Mr. Steven­

·son, I would like for you to ask the 
witness the question why the necessity 
for having a different form from the 

•'lthe;i- State officials. Let him explain 
·'that, if he knows. 
' ·:·Q. Do you understand Mr. Storey's 
question? 

A. I believe I understood his ques­
tion, and I do not believe it is neces­
:aary for the Secretary of State to re­
qv..ire the form of affidavit and a lot 
iii;. unreasonable things set out in the 
!iffidavit, that the Comptroller does not 
!i!1d necessary to have other depart-

ments and institutions execute or ex­
clu<le in their affidavit. 

Mr. Storey of Wilbarger : One other 
question I would like for you to ask 
him, whether or not it was within the 
power of the Comptroller's Department, 
who approves vouchers, to have the 
Secretary of State's office execute sim­
ilar affidavit with reference to tbe Sec-
retary of State. -

Q. Will you answer Mr. Storey's 
question? 

A. I suppose the Comptroller would 
have the right to execute any form of 
affidavit in reason to be executed by 
other department heads. 

Mr. Stevenson: I think he made that 
clear a while ago, that it is within the 
discretion of both of these heads of 
departments to prescribe the form of 
affidavit which they might require. 

Mr. Graves of Erath: If they were 
to keep the alphabetical list, that would 
be a duplication of the numerical list, 
and I am wondering if it would be 
necessary to keep up the numerical list 
also if they were keeping up the alpha­
betical list. 

Q. Will you answer Mr. Graves' 
question? 

A. I think it is absolutely necessary 
to keep the numerical list of all claims 
filed. An alphabetical list would be 
merely a duplication of the work, and 
the cost and help necessary to keep the 
alphabetical list would be three times 
that of the numerical list, at least. 

Q. Do you think it necessary, Mr. 
Robison, to keep the numerical list? 

A. Yes, sir, practically necessary. 
'Q. Do you know any other depart­

ment that does keep it? 
A. Other departments, as I under­

stand their system of keeping up with 
their appropriations, keep a numerical 
list, or rather a list of W•arrants issued 
against their appropriations. 

Q. I will ask you if it is not a fact 
that they also keep an alphabetical 
list as required by the statute? 

A. I don't know that any other de- · 
partment keeps an alphabetical list, no. 

Q. Don't you know, as a matter of 
fact, that the Highway Department is­
sues warrants in large numbers and 
then keeps the alphabetical list as re­
quired by the statute? 

A. I do not know that. 
Q. I have been asked to ask you 

this question: what do you consider 
unreasonable and impracticable in the 
form of affidavits required by the Sec­
retary of State? 

A. Well, when it carries a lot of 
what I believe to be useless and un-
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nert•ssarv statements, I think it is im· 
pral'licaiile and unreasonable. 

Q. What is in that that is useless 1 
A. lf you wi II give me the form of 

atl\davit required I can show you in 
one or two instances why it is useless. 

Q. 1 hardly think it neressary un­
les.8 someone h~ interested in it. 

A. Well, the first is an affidavit 
sigtwd hy the Comptroller and the State 
Trensurer showing the provisions for 
the Comptroller's Department and giv· 
ing a reference to the art eovering 
sRnw. That would he asking of the 
Comptroller an affidavit to the correct­
ness of the appropriations made by the 
Legi,lature. which fact is certified to 
the Comptroller by the Secretary of 
State. In other words, the Comptroller 
wouhl he asked to make an affidavit 
that the Secretary of State's certifica­
tion is l'orrect. That is one of them. 

l). Do you Wllnt to mention any 
OtllC'T~? 

A. Not necessary, unless the House 
wishes it. 

Q. I guess there is no further re· 
que~t for any more. l\.lr. Rollison, isn't 
it a fact that this record you have 
produC'ed here of Mrs. MrC'ullum's re· 
quirements has been withdrawn, upon 
your objertion 1 

A. When I objected to that, in the 
confere1we, about the latter part of 
,January. Mrs. lllcCallum agreed to 
withdraw that temporarily, with the 
understanding that she would have time 
to reach an agreement and prepare a 
form for the next month, which is this 
month. 

Q. Now. the point that you have 
made here as a matter of objection is 
one of those matters that was with· 
drawn. is it not! 

A. I do not believe that is included 
in the la•t affidavit, no. 

Q. And the last affidavit was pre­
pared in response to your objections, 
isn't that true~ 

A. Apparently, yes. 
Mr. Stevenson: That is all. 

Redirect Examination. 

By Mr. Keeling: 
Q. Mr. Robison, on the question of 

the impracticability of the form of au· 
thentication submitted by the Secre· 
tary of Ktate. I will ask if her form 
sul;mitted does not require the Comp· 
troller himself to make affidavit that 
no ptirson on his pa~-roll is indebted to 
the State of Texas in any sum, unless 
for taxes? 

A. That is required in the last affi­
davit, yes. 

Q. Do you understand why she 
eliminated taxes 1 

A. I objected to the entire portion 
there, and they compromised the mat­
t<•r, or they agreed to make it read, 
unle~s for taxe~. letting the original 
stand. 

(). Would these facts called for here 
naturally be within the knowledge of 
the Comptroller? 

A. I don't see how the Comptroller 
r·ould he advised covering the indebt­
edness of an employe of his depart­
ment, indebtedness to the State, of every 
t•mploye in his clepartment. That same 
re<Jnirement is asked by the Secretary 
of Rtate covering miscellaneous or gen· 
era! rlaims against the Comptroller. 
He must make affidavit that the parties 
tiling this claim are not indebted to 
the State. 

Mr. Stevenson: The witness may be 
excu.ed unless there are other quee· 
tions sought to be asked. 

Mr. Prendergast of Harrison: I want 
lo ask is there any rule or statute 
that authorizes the Treasurer or Comp­
troller to refuse to pay a man that is 
indebted to the State! 

Q. Will you answer Judge Prender­
gast's question! 

A. I don't think the statute goes 
that far. The law requires that no 
warrant shall he issued where the party 
is indehtecl to the State. 

Mr. Prendergast of Harrison: I don't 
understand how you get around the Con­
stitution, that vou cannot take his 
wagt•s. If a man· is an employe you can­
not take his wages? 

The Witness: I won't try to explain 
why the Secretary of State demands this 
affidavit by the Comptroller. 

Q. You •ay you cannot explain it? 
A. No, sir. 
The Chairman: The procedure out­

lined is for the members of the House 
to reduce their questions to writing, and 
submit them to the attorneys for both 
sides, and I think we can make progre8" 
by adhering to that rule. 

Recross Examination. 

By Mr. Stevenson: 
Q. When you objected to this par­

ticular portion with reference to authen­
tication, did you discuss the matter with 
l\Ir. Terrell? 

A. l did not. 
Q. Did you discuss any of these ob­

jections with him? 
A. In the beginning, I discussed the 

entire first letter with him. The last 
affidavit I have not yet discussed with 
him. 
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Q. That prov1s1on was in the first 
letter, was it not? 

.A. Yes, sir, and he objected to it. 
Mr. Stevenson: That is all. 
The Chairman : Are you through with 

this witness? 
Mr. Keeling: He may be excused. 
The Chairman: Call the next wit­

ness. 
C. D. Watts was tilereupon cailed as a 

witness in behalf of the respondent, and 
having been duly sworn by the Chair· 
man, testified as follows: 

By llfr. Keeling: 
Q. I believe your name is C. D. Watts. 
A. Yes, sir. 
Q. State what position you hold with 

relation to the office of the Comptroller 
of· the State of Texas! 

A. I am supervisor of the book work 
in the accounting division of the de­
partment, supervisor of gasoline tax, 
refund division. 

Q. State what your duties are with 
reference to these matters you have just 
mentioned f 

A. In reference to the keeping of the 
accounts, I supervise the bookkeeping 
and the keeping of the accounts as out­
lined, as has been followed and pre· 
scribed by the law. The other work is 
general supervision of the gasoline re· 
fund. 

Q. What do you kriow, if anything, 
with reference to the control accounts 
of Texas tax collectors f 

A. There is a control account of tax 
collectors set up and known as tax col­
lectors account. 

Q. Did you have any connection with 
that account f 

A. It is the control account to the 
tax collectors account and to entries 
that are made to the tax collectors ac· 
counts -here, control made in totals. 

Q. Did you keep or are you con· 
eerned in keeping that record you have 
jW!t been speaking of? 

.A. I have been keeping it, and I am 
now supervising it. 

Q. I am asking you what its condi· 
tion is; I mean what are the conditions 
of your hooks with reference to that 

. particular subject! 
· A. The account, the tax collectors 

account, is not balanced with the tax 
collectors as a control account; the only 
one of the accounts on the ledgers that 
is not balanced with the control account. 

Q. Do the books you keep correctly· 
reflect the transactions handled by you 

'·imd under you f 
.A. Yes, sir. 
Q. Are those books legibly and in· 

telligibly kept, and are they in such con­
dition now as to reflect the true condi· 
tion of those accounts! 

A. Yes, sir. 
Q. \Vith reference to the securities 

held by the Treasurer, have you any such 
account under your supervision f 

A. The securities of the several ac­
counts of the i'!tate are kept on the 
ledger accounts in the bookkeeping di­
vision. 

Q. Do you know whether or not those 
accounts are properly kept and are in 
such condition that they reflect the trans­
actions that they deal with? 

A. They are. 
Mr. Keeling: You may tll!ke the wit-

ness. 
Cross Examination. 

By Mr. Stevenson: 
Q. Mr. Watts, you say you keep the 

control accounts, is that right, as re­
quired by the statute? 

A. I keep all of the accounts, as well 
as the control accounts, yes, sir. 

Q. What control accounts do you 
keep? 

A. I keep the Treasurer's account. 
the fund control account, the deposit 
warrants issued account, cash account, 
redemption of bonds account. I believe 
those are the control accounts. And all 
of the fund accounts under the control 
of those accounts and the source ac­
counts under the control of the deposit 
warrants issued account are kept in the 
department by me. 

Q. Do you keep the register required 
by statute covering delinquent and in­
solvent taxes? 

.A. No, sir. 
Q. You do not keep that? 
A. No, sir. 
Q. Why don't you keep it? 
A. It has never been kept as far 

back as I could possibly find, and under 
the present condition it would be an im­
possibility to do it. 

Q. Then the law is wrong in your 
judgment, is it? 

.A. No, sir, it is not. 
Q. Let me call your attention to this 

provision in the statute: That the 
Comptroller shall keep one ledger for 
current taxes and one ledger for de­
linquent and insolvent taxes, each to be 
balanced by means of controlling ac­
counts, in which he shall keep the ac­
counts of the tax collectors. 

A. Those accounts are not kept in 
the bookkeeping division. 

Q. They are not kept at all, are 
they? 

A. Not that I know of. 
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Q. The reason the Comptroller can· 
not furnish any information on the total 
amount of delinquent taxes is due to the 
fact of his failure to keep that record 
required by the statute. isn't it? 

A. Partially so. 

Redirect Examination. 

By J\Ir. Keeling: 
Q. Mr. Watt«. would it be physically 

possible for you,, in addition to the work 
you now perform, to keep the tax rec­
ords about which lllr. Stevenson has just 
inquired? 

A. I could not. 
Q. Do you have in your department 

sufficient men to do that work about 
which Mr. Stennson has just inquired 1 

A. vVe have not. 
Q. I will ask you if you know 

whether or not the recent Legislature 
was asked to make such appropriation 
so that they could keep that record, by 
Mr. Terrell? 

A. Ye~. sir, it wa~. 
Q, Did the Legi.,lature respond? 
A. They did not. 
Q. I will ask you how those accounts 

are kept with reference to the past pre­
cedence in the offi<'e; I mean the ac· 
counts under your charge? 

A. During Mr. Terrell's adrninistra· 
tion there has been a great improvement 
on the accounts. During his administra· 
tion and during the time I was on the 
books there has br•en a control balance 
made, which had never been made before 
as far hack as I could learn. Before 
l\Ir. Terrell's administration and before 
my time on the books the.•c control ac­
co.unts were not set up. Prior to this 
time the warrants that were issued by 
the Comptroller wen• never charged di· 
rectly to the accounts. A charge was 
made to the aceounts-merely on the 
statement from the Treasurer as to the 
amounts he paid. During the time of 
Mr. Terrell's administration and while 
I was bookkeeper for him all of the 
warrants that were is.><ned have been 
charged directly to the accounts, and 
there is no recognition, as far as mak­
ing entries on the books concerned. taken 
of the Treasurer's reports as to the 
amount of warrants he paid. Tho'C 
have been some of the improvement5 
that have been made in the last four 
or five years in the accountH. 

Q. Mr. Watt.<, if the statutory re­
quirements were strictly complied with, 
if the Legislature had made sufficient 
appropriations to put in men there to 
carry out the requirements of the stat­
utes, I would ask you if you are pre-

pared now to state just what effect that 
would have; in other words, would it 
make things different there? 

A. Only in connection with the tax 
collectors account, control account of 
the tax collectors. 

Q. ln,;ofar as you are able to now 
state, how long has it been since the 
present method of bookkeeping you are 
now employing was installed? 

A. During the time I have been book­
keeper, which was at the beginning of 
Mr. Terrell's administration. 

Q. Did you find any traces there of 
a strict compliance with the statutes 
Mr. Stevenson talks about? 

A. No, sir, none at all. 
Q. Aren't you mistaken in that re­

gard, Mr. Watts, and wasn't that desk 
once occupied by Mr. McClendon, the 
auditor in this case? 

A. Yes, sir. 
Q. And you undertake to say now 

that desk does not show that there was 
strict compliance with the statutes when 
he occupied it? 

A. It does not. 
Mr. Keeling: That concludes my ex­

amination of this witness. If there are 
no further questions you may now he 
rxcused. 

Recross Examination. 

By Mr. Stevenson: 
Q. Wait a minute. Now wait a min· 

ute. Mr. Watts, I want to know if you 
have any information in your possession 
about who composed the Texas Tax Re· 
fund Company? 

A. State your question. 
Q. Do you have any information 

about who composes the Texas Tax Re· 
fund Company? 

A. Only from what I have heard up 
here. 

Q. Another concern you may have in 
mind is the Texas Tax Record Company. 
I am talking about another one, the 
Texas Tax Refund Company? 

A. No, sir. 
Q. You don't know anything about 

that concern? 
A. I do not recall it. 
Q. Now I wanted to understand you 

clearly about the request you say you 
made to the Legislature fo1 an appro­
priation sufficient to keep thi• ledger of 
delinquent and insolvent taxes. 'Who 
made that request? 

A. That was in Mr. Terrell's budget, 
and it was assistant bookkeepers for 
him to use. I had discussed this matter 
with him and had talked it, and have 
exercioed 'every effort I could to bring 
about this correction, but 011 account of 
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the tremendous magnitude of it, which 
no one who has had no connection with 
the office can appreciate, and particularly 
with that department, what is required 
to bring about such a <?orrection; and 
Mr. Terrell made the request for addi· 
tional assistant bookkeepers in order that 
we could make the attempt. I had dis­
cussed these corrections with Mr. Mc­
Clendon some years ago. It had been 
on my mind, and it had been my effort 
these many years to make the correc­
tion, if possible. And I went so far as 
to tell him I was going to see if it was 
possible for me to make a forced bal­
ance and get a starting point to begin 
this all. He told me that he did not 
know how I could possibly do it; that 
he did not see how it could be done 
until an audit was made of the division, 
which would take quite a crew of check­
ers, and a great length of time, and a 
tremendous expense, to carry that on, 
to bring it to be so it could be done. 
But the effort has been before me and I 
have discussed it frequently with every­
one that had any interest in the ac­
counting; made no secret of it, that it 
was not done. It has been our effort 
to bring about that correction. 

Q. From your speech I take it you 
think it is necessary that that be done? 

A. It is so stated as one of the re­
quirements in the statute. 

Q. Now, Mr. Watts, to whom was 
that appropriation request delivered? 

A. Well, that I don't know. That 
did not come under my handling or any­
thing of the kind. I merely discussed it 
with Mr. Terrell, to get the appropria­
tion in order that we could make the 
effort to bring about this correction. 

Q. But do you know that Mr. Ter­
rell requested it in his request to the 
Legislature 1 

A. Only from what he told me. 
Q. You didn't see the request pre­

pared, did you? 
A. No, sir. 
Q. You don't know whether he made 

any specific request for that particular 
item, do you? 

A. I do not. 
Q. Now I have been requested to ask 

you this question: If no record is kept 
of delinquent taxes how do you know 
when such taxes are paid, and what rec­
ord "is kept of the same? 

A. We get that in settling the tax 
collectors accounts, from the tax col­
lectors annual settlement. It is gotten 
from there and made of record. 

Q. That is, from the several accounts 
of the State ? 

A. Yes, sir, and each county settles 
annually. 

Q. The settlement made by each 
county annually? 

A. Yes, sir. 
Q. But you have no record of your 

own to verify the accuracy of that state­
ment, do you? 

A. Only what is compiled by the Re­
demption Division of the Department. 

Mr. Prendergast of Harrison: When 
did McClendon leave the service? 

Q. Judge Prendergast asks when Mr. 
McClendon left the service of the Comp­
troller's Department? 

A. When Mr. Lon Smith went out 
as Comptroller. 

Q. Mr. McClendon was an employe in 
the department under Mr. Lon Smith? 

A. Yes, sir. 
Q. Mr. Smith was Comptroller then 

as Mr. Terrell is now? 
A. Yes, sir. I succeeded Mr. Mc­

Clendon as bookkeeper. 
Mr. Keeling: You may stand aside, 

Mr. Watts. 
Pat P. Moulden was thereupon called 

as a witness in behalf of the respond­
<mt, and ;having been sworn by the 
chairman, testified as follows: 

Direct Examination. 

Questions by General Keeling: 
Q. Please state your name and the 

present position you hold? 
A. Pat P. Moulden, chief accountant 

in the Comptroller's Department. 
Q. How long have you been con­

nected with the Comptroller's office 1 
A. Approximately seventeen years. 
Q. Has that service been continu­

ous? 
A. With the exception of sixteen 

months. 
Q. During whose administration! 
A. Began with W. P. Lane, and un­

der every Comptroller since that date, 
except part of the time with Mr. Lon 
A. Smith-I was with him part of the 
time. 

Q. What kind of work did you do 
in the Comptroller's office? 

A. The principal work that I do is 
taking care of the correspondence with 
reference to inquiries regarding tax 
matters, and also with reference to, 
wherever there are complications in ac­
counts, and matters of that kind. 

Q. You adjust accounts, do you not, 
when they are in controversy? 

A. Well, to a certain extent I do, 
yes, sir. 

Q. Are you a bookkeeper, or have 
you been? 

A. I have been chief bookkeeper in 
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a way. However, my line of work has 
not heen tht:> kl'l'ping of the lttloks them· 
selves. 

Q. Are you familiar with the books! 
A. To a certain extent. 
t/. .\re you familiar with the books 

in the department in which you work 1 
A. Yes, sir, fairly so. 
Q. I don't mean what all is in the 

hook•. but do you know what books 
are kept there'! '" 

A. Oh, yes, sir, in a general wav 
I do; I don't know the detail,; in ah 
of them in every particular, but in a 
general way I do. 

Q. In so far as you are able to 
state. please inform this Committee 
whether or not the books are correctly 
kept so as to reflect the real transac­
tions that are had with that depart­
ment? 

A. They are. 
(j. Does that depa~tment now! .un­

der )lr. Terrell. use, 111 your op11110n, 
particular diligence in keeping eorrect 
hooks! 

A. It does in so far as it is pro­
vided with clerks to no so and appro· 
priation:;; to handle the work. 

Q. Do you luwe any pa.rtieular knowl­
edge with reference to the books as 
they reflect the control accounts with 
the tax collector~'! 

A. Not espeeially. more than the 
C'Ontrol acrounts,-there is a control ac­
count for the-well, I might explain 
in this way: There is a State general 
revenue ledger, and a revenue ledger, 
and a ledger for the account of the 
tax collectors. there is also the ledger 
that was mentioned a while ago with 
reference to delinquent and insolvent 
taxes; as has been stated from the wit­
ness stand there is no ledger with ref­
erence to delinquent and insolvent 
taxe~. Then• ha \'P hren ledg-ers kept 
with reference to the other matters. 

Q. And they are now kept 1 
A. And they are now kept. 
Q. During your long experience with 

the Comptroller's office, I will ask you 
if in the main itg affairs are adminis­
tered now as they have heen discharged 
during all the years 1 

A. Practically so. 
Q. Tl1at applies to the hooks that are 

now kept and the accounts that are 
kept and the manner they are kept! 

A. In a general way it does. Of 
rourse, there have heen some little 
changes. what might be considered im­
pro,·ements. hut in a general way they 
are kept the same. 

General Keeling: You may examine 
the witness. 

:\Ir. Stevenson: Mr. McGill wants to 
interrogate this witness u little bit. 

Cross Examination. 

Question" by Mr. McGill: 
Q. Mr. Moulden, a letter of July 9, 

1929. written by the tax collector of 
Brazoria county, was referred to you 
for an answer, wasn't it! 

A. I presume that it was. 
Q. I will ask you if the original of 

that letter there was not referred to 
you for an answer (showing witness a 
copy of letter} 1 

A. (After examining paper.) Well, 
it is possible that it was, but I don't 
remember definitely. 

Q. I will ask you if you did not 
write that letter on September 24, 1929, 
to the tax collector of Brazoria county 
(showing witness a letter} 1 

A. Yes. sir. 
Q. Now, will you state whether or 

not th is letter of ,July 9th had been 
referred to you for answer at the time 
you wrote this letter of September 
24th'! 

A. Well, I couldn't state positively, 
but I presume it had. 

(~. You presume it had? 
A. I can state this, though. that 

the one written there was not an an· 
swer to this here. 

Q. Yes, sir! Did you ever write any 
letter in an.,ver to this letter of July 
9. 1929? 

A. There was a letter in general 
written to all the tax collectors along 
that line, I don't remember just what 
day, but there was a letter written 
pu~porting to cover the information in 
a general way that was asked for in 
reference to allowancea. 

Q. Do you remember when that let­
ler was written? 

A. No. If I should see the letter, 
though, I would recognize it. 

Q. I will ask you if that is the let­
ter referring to that specific contract 
(showing witness letter} ? 

A. That is not the letter I was re­
ferring to. 

Q. You wrote that letter, however, 
did vou not 1 

A.° Yes. sir, I wrote this letter. 
Q. Is that the only letter that you 

wrote specifically answering the ques­
tions in that letter of July 9, 1929 ! 

A. No. this-no, that is not-not 
the only letter. 

Q. Have you any other letters, or 
copies of any other letters that you 
wrote in answer to that letter of July 
9. 1929! 

A. I wrote a general letter, I don't 
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know that I wrote one directly or par­
ticularly in answer to this one of July 
9th, but there was a general letter 
sent out to all the tax collectors 
wherein contracts were made, giving in· 
formation that was to take care of the 
questions asked of that nature. 

Q. Then yon think that you did 
write no specific letter in answer to 
that request, or reply to that letter 
of July 9, 1929, until January 14, 
1930,~is that right! 

A. No, I wrote one before that. 
Q. Well, have you a copy of that 

letter? 
A. I don't know that I wrote one 

just in answer to this particular letter. 
Q. Well, that is what I am asking 

about? 
A. "'ell, I couldn't state that. 
Q. You couldn't state that you did? 
A. No, sir. 
Q. Do you know whether or not the 

_ Attorney General has ever approved 
the contract entered into between San 
Patricio county and the Texas Tax Rec· 
ord Company! 

A. Not that I know of. 
Q. You do know, though-did you 

or the Comptroller authorize the tax 
collectors to make deductions in the 
baiances under the terms of that con­
tract! 

A. I did not. 
Q. You did not? Can you tell this 

committee, Mr. Moulden, why you did 
not make specific answer to that let· 
ter of July 9, 1929, prior to January 
14, 1930, if it was referred to you for 
attention? 

A. So far as answering it, I never 
made a specific answer to that letter 
at all, but there was another letter 
that was written giving the general in­
formation. 

A Member: Get a little closer to 
the microphone. 

A. I say there was another letter, 
which has not been exhibited to me, that 
we have a copy of, that I wrote, giv­
ing general information on these mat­
ters, that I regarded as sufficient to ex­
plain, to ·answer all questions such as 
contained in this letter here. 

Q. You did not regard it necessary 
to answer specific questions contained 
in that letter as to whether or not the 
contract with Brazoria county would be 
approved? 

A. Well, I regard it necessary to 
answer all letters that you can answer. 

Q: Well, I am asking you about this 
specific letter now. You thought that 
that did not require a specific answer, 
is that so? 

A. No, I wouldn't say that I thought 

it did not require a specific answer; 
but there are a great many letters 
right along that line, and there was a 
general letter prepared and sent out 
to all tax collectors, as a means of 
expediting matters and to give infor-
mation to all of them. · 

:Mr. McGill : l\Ir. Ste,·enson. will you 
examine the witne~s now? 

Questions by Mr. Stevenson : 
Q. Mr. Moulden, I believe you stated 

you were familiar with the books in the 
Comptroller's office, did you not? 

A. Yes, sir, in a general way. 
Q. Just in a general way? Are you 

familiar with the number of employes 
down there? 

A. Well, I know approximately how 
many there are. 

Q. All right; tell that committee 
how many there are! 

A. W'ell, there is in the neighborhood 
of sixty, I think. 

Q. Sixty employes 1 
A. However, I haven't kept track of 

that part of it; it has not been my line 
of work. 

Q. That is your best judgment, 
though-about sixty employes 1 

A. I think so. 
Q. Yes, sir. 
A. In the neighborhood of sixty. 
Q. Have you ever seen any record 

there kept for delinquent and insolvent 
taxes? 

A. There is no balancing ledger kept; 
there is-there was reference to all de­
linquent taxes wherein real estate was 
included; the reports go back to the 
Redemption Division, and a record of it 
or of all delinquents is kept back there. 
However, no balancing ledger, no offset 
accounts, are kept so as to make a bal­
ance of it, so far ·as insolvency is con­
cerned. We make reports of insolvent 
collections that are filed away, not en­
tered of record. 

Q. I have been requested to ask you 
this question: Did not the Comptrol­
ler's office show in its recent yearly re­
port the amount of delinquent taxes to 
be in round numbers $50,000,000-do 
you know that 1 

A. I don't know that. That infor­
mation can be secured from the chief 
redemption clerk, who is now Mr. Burke, 
and just what he furnished along that 
line I couldn't say positively, I haven't 
looked into it, but those are the books 
from which that information would 
come, and it would be possible to see 
from the books tbe amount of taxes or 
delinquent taxes that are shown on the 
books, but still it is not brought up and 
kept up in ledger form. 
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Q. What are ~·our daily duties; what 
do you do down there? 

A. I look aftt•r the <'orre....,pon<lence 
with reference to all tax matters, at 
various times, ~uch as ad valorem, poll 
taxes, and so forth; also with reference 
to accounting and complicated matters 
whrre there are some errors, and with 
reference to making investigations and 
finding out the true condition of the 
claims made in the accounts. 

Q. If you rerei\"ed a request in re­
gard to any delinquent tax matter, you 
would not be able to answer that cor­
respondence, would you! 

A. I would refer that to the Redemp­
tion Department. 

Q. You would not handle that cor-
respondence! 

A. No, sir. 
Q. That is all. 
A. I might make this answer: I 

don't handle that; our Redemption De­
partment handles that generally. How­
ever, there are some matters along that 
line where they pertain to hoth the de­
partments that I do have. the current 
yearly business and delinquent husines,, 
where questions are submitted to both. 
why, I sometimes answer. 

Q. Mr. Moulden, I will ask you to 
examine t lJpi:.;e letter~; vou need rn\t read 
them to the committee, because they 
have been read alreadv, but examine 
them and then tell the committee whose 
duty it was to answer this correspond­
ence. and who. in fact, did answer it? 

A. (Examining letter.) All of these 
letters at the time thev were written 
would have J,een submitted to the-to 
mvself. 

'Q. They were referrahle to you? 
A. Yes, sir. 
Q. 1" that true? 
A. Ye!', sir. 
Q. Did you answer them or not? 
A. In a' general way, as 1 stated be­

fore, I made an answer to them. 
Mr. Petsch: Whv didn't you answer 

specifically! · · 
Q. You marle no specific answer. how· 

ever, did vou ! 
A. No,~ sir. 
Q. Why didn't yon answer them spe­

cificallv, as called for? 
A. 'Well, the correspondence and work 

that 1 had on hand did not permit of 
me to take them up inclil·i<ln:dly. hnt l 
answered those letters generally-not 
only those, but many others along with 
them. 

~lr. )IrGregor: ~Ir. ~tp,·r11i--01l, there 
is no method of getting to the committee 
what letters you have before you there; 
the record doesn't show what letters yon 
are exhibiting to him. · 

Q. Sena tor :\le Gregor suggest< that 
perhaps the committee are not informed 
as to what letters I have reference to. 
These are letters written bv the authori­
ties of Brazoria county and which have 
been read here, I think heretofore, and 
which were not replied to by the Comp­
troller's Department. Did any of these 
offi<'ials from Brazoria county interview 
you personally and request· this infor­
mation. Mr. )loulden? 

A. Ye~. sir. 
Q. Did you gi,·e it to them! 
A. I talked with them with reference 

to it and told them that it would be 
submitted to the Attorney General, 
whi<"h it wa.....; at u later date. 

Q. When did you submit it! 
_.\. \Veil, it has not heen a great 

while back; the correspondence would 
show; I don't remember the exact date. 

Q. January of this year? 
. .\. It may have been along the first 

part of January. 
Q. And this request that you received 

was in July, wasn't it, 19291 
A. Well, here is one reason that it 

was not submitted-
Q. "'ell, I know, but 1 am asking 

you to answer that question. It was 
receind in ,July? 

A. Yes, sir; one of those letters, 
think, was written in Julv. 

Q. Yes, sir. · 
A. One of them down there. 
Q. Now, we have been asked to ask 

this question: Did you handle the in­
heritance tax matters personally? 

A. No. sir. 
Q. You do not! 1 think that is all. 

Redirect Examination. 

Questions by General Keeling: 
Q. Mr. lllonlden, just to clarify the 

record. will you state if there was any 
F-ignificanC'e in tho~e lt•tters being re­
ferred to you. or were those letters, 
along with hundreds of others, referred 
to YOU! 

A. They were referred to me along 
with many others. 

Q. Were they referred to you through 
the mailing clerk. or do you have an 
independent recollection of how they got 
to your desk? 

A. 1 presume that they reached me 
through the mailing clerk. I don't have 
an independent recollection of bow they 
reached mv desk. 

Q. Now, Pat, is there any particular 
significance in your not. answering any 
letter in a reasonable time; aren't you 
slow in your correspondence 1 

A. I don't think I am. 
Q. You may now be excused, unless 

other questions are to be propounded. 
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Mr. Stevenson: Only "in a general 
way." 

The Chairman: Call the next witness. 
R. B. Patton was thereupon called as 

a witness on behalf of the respondent, 
and having been duly sworn by the 
Chairman, testified as follows: 

Direct Examination. 

Questions by Mr. McGregor: 
Q. State your name to the committee. 
.A. R. B. Patton. 
Q. Where do you live, Mr. Patton 1 
A. Paris, Texas. 
Q. .Are you now connected with the 

Comptroller's Department 1 
.A. Yes, sir. 
Q. In what capacity? 
.A. .Assistant tax collector, in collect­

ing delinquent occupation taxes. 
Q. There are two items involved in 

this inquiry, one of $337.50, for occu­
pation tax for the IOI Ranch Circus. 
Do you know anything about that 1 

.A. Yes, sir ; I do. 
Q. What do you know about it? 
.A. Well, that was a tax that could 

have been collected, $337.50 collected, 
and they only collected $225.00, and dis­
tributed $ll2.50 for each county. 

Q. Now, did you collect that $337.501 
A. Yes, sir. 
Q. That tax was collected after the 

circus had exhibited, wasn't it? 
.A. It had; yes, sir. 
Q. .And you say it belonged to three 

counties. What counties 1 
.A. Well, I don't know whether it 

belonged to the counties, I couldn't say 
whether it belonged to the counties or 
not, because I don't know how it was 
distributed; but it was $II2.50 that the 
tax collector failed to get to make the 
$337.50. 

Q. Mr. Patton, I will ask you if that 
wasn't $II2.50 for Tarrant county, 
$ll2.50 for Eastland county, and $ll2.50 
for Wichita county? 

.A. I think it was. 
Q. Making the total, as stated, of 

$337.50! ' 
.A. Yes, sir. 
Q. Now, there is another item of 

$2458.00 for occupation taxes for the 
.A. G. Barnes-Al G. Barnes circus. Did 
you collect that! 

A. Yes, sir. 
Q. Do you remember where you col-

lected it, what place! 
.A. Yes, sir. 
Q. Whereabouts? 
.A. It was at Greenville. 
Q. Was that for taxes where the 

circus had already shown and had not 
paid? 

A. It was for places they had shown 
a?d had not paid the full amount, yes, 
Slr. 

Q. Did you send a check for that 
amount to the Comptroller's office? 

A. Yes, sir. 
Q. To whose attention? 
A. Mr. Martin's. 
Q. W!hy did you send it to his atten-

tion? 
A. It was my instructions. 
Q. From whom! • 
A. From Mr. Martin. 
Q, Do you recall whether or not you 

sent with that item a list of the counties 
to which the tax was payable! 

A. Yes, sir, I did . 
Q. Have you assisted in a search in 

the Comptroller's Department for that 
list? 

A. Jn every way I could. 
Q. Did you keep a duplicate list of 

those accounts? 
A. Yes, sir. 
Q. Among your papers? 
A. Yes, sir. 
Q. At what place? 
A. It was supposed to be at Paris. 
Q. Have you recently made a search 

for that list? 
A. Yes, sir. 
Q. When did you go to Paris to look 

for it? 
A. Friday night. 
Q. What day did you make a search 

for it there? 
A. Saturday. 
Q. Did you find the list? 
A. No, sir, I did not. 
Q. I will ask you if you think it is 

yet possible to locate the accounts to 
which-among which tax is to be ap­
portioned and to whose tax collectors 
it is payable 1 

A. I believe I could. 
Q. It would be easy enough to do by 

running the schedule of that circus at 
that time, wouldn't it? 

A.· In that way, yes, sir, it could be 
found. 

Q. That could be located? 
A. Yes, sir . 
Q. But at this time you cannot lo­

cate to what counties it belonged 1 
A. No, sir, I couldn't recall. 
Q. It is payable to the tax collector, 

and not the Comptroller, originally? 
A. Well, the condition there I 

couldn't say, because in some places it 
is taken care of and some others no . 

Q. You didn't understand my ques­
tion. The circus paid the tax collector 
in the locality where it showed? 
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A. Yl's, sir. 
Q. And if it is unpnid, why. then, 

you get in hrhind t.IH'm and try to make 
them pay up? 

A. Yes. 
Q. And that is what you did in this 

in~tanre? 

A. That is what I did in this in­
!'ltance, yes, :-;ir. 

Q. And sent the money here for ap· 
portionment, to be to the sperial ac· 
count? 

A. Yes, 8ir. 
Q. NC:w, these are the only items that 

you know of! 
A. That is all. 
Q. That are in rontroversy here 1 
A. Yes, sir. 
Mr. MrGregor: Take the witness, 

gentlemen. 

Cross Examination. 

Que~tion~ hy ~1 r. Hte\'l'll:-;.on : 
Q. Mr. Patton. state again what your 

duties are? 
A. Assistant lo the tax rollector in 

colkcting delinquent and occupation 
taxe~. 

Q. Collecting delinquent and orrupa· 
tion taxes? 

A. Yes, sir. 
Q. You are an employe of the Comp­

troller'~ Department, aren't you? 
A. Yes. sir. 
Q. Is it in line of duty for you to 

colleet delinquent and O<"cupation taxes 
due to the respective eounties of this 
State! 

A. Ask the question again. please 1 
Q. I say, is it in line with your duty 

for you to collect delinquent and occu­
pation taxes due to the respec•tive coun­
ties of this State? 

A. Yes, sir. 
Q. You collect those taxes and send 

them to the Comptroller? 
A. Not necessarily, no. sir. 
Q. What method do you pursue gen­

erally with reference to them! 
A. We turn the rollerlion to the tax 

collector. 
Q. You turn them over to the tax 

collertor ! 
A. Yes, sir; he in turn is~lteS re­

ceipts. 
Q. bsues receipts! 
A. Yes, sir. for the orrupation tax 

of the man who owed it. 
Q. Well, what is the reason for send­

ing this particular item to the Comp­
troller 1 

A. Becau .. it was to be distributed 
to the respective counties, and l sent 
it here to the Comptrollers office at 
that time by Mr. Martin's instructions. 

Q. That was irregular and one which 
wa~ new. wasn't it'! 

A. I couldn't tell vou. 
Q. Well. yolt had 

0

never handled any 
other colledions that wav, had you 1 

A. No, sir. · 
Q. That was the fir"t time you had 

cc.llected taxes for the county and re­
mitted them to the Comptroller 1 

A. That is tbe only one I can recall. 
Q. Now, you •ay you sent it to Mr. 

l\lartin 1 
A. I sent it to Mr. Terrell, attention 

of :I-Ir. Martin. 
Q. Ob, you did 1 
A. Yes, sir. 
Q. And what was the reason for so 

doing? 
A. For the different counties to get 

their part of it. 
Q. I know. but I mean with refer­

enl'e to sending it to Mr. Martin. Did 
you say it was Mr. Terrc·H"s instructions 
that you did that 1 

A. No, sir, I did not state Mr. Ter-
rell"s instructions. 

Q. But Mr. Martin's instructions! 
A. Yes, sir. 
Q. For you to remit this money to 

Mr. Terrell, for his attention! 
A. Yes. sir. 
Q. You sent along some letters at 

that time. didn't you, )lr. Patton! 
A. I think I did, yes, sir. 
Q. Yes, sir. I will ask you to ex­

amine this copy and see whether or not 
it is a photostatic copy of a letter that 
you wrote at that particular time with 
reference to that matter (handing docu­
ment to witness) 'r 

A. (After examining document.) 
Yes. sir. 

Q. That is your signature, isn"t it! 
A. Yes, sir. 
Q. Now, then, there is not any refer­

ence to that letter to Mr. Martin, is 
there! 

A. No, sir. 
Q. That is addressed to Mr. S. H. 

Terrell in person, isn't it 1 
A. Yes, sir. 
Q. Yes, sir. Now I will ask you to 

examine this letter (showing witness an­
other letter). You wrote that letter 
also? 

A. Yes, sir. 
Q. And that is not addressed to Mr. 

Martin at all. is it! 
A. I ne\·er did address one to Mr. 

Martin. 
Q. No, sir. But you stated a mo­

ment ago, you stated you addressed it 
to Mr. Terrell, attention of Mr. Martin! 

A. On the envelope. 
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Q. Oh, on the envelope? 
A. Yes, sir. In that way it goes 

direct to Mr. Martin. 
Q. Oh, I see, it goes direct to Mr. 

Martin? 
A. I imagine it does-I don't know. 
Q. Why didn't you write it in the 

face of the letter, "Attention Mr. Mar­
tin"? 

A. I couldn't tell you that. I never 
did. 

Q. You never did do that? 
A. No, sir. 
(Mr. Stevenson handed a le1ter to 

General Keeling who examined it and 
passed it back.) 

Mr. Stevenson: Is that all right! 
Mr. Keeling: Yes, sir. 
Mr. Stevenson : We offer this letter. 
(The Reading Clerk thereupon read 

the photostatic copy of letter of Sep­
tember 28, 1928, identified by the wit­
ness, which is marked "Exhibit 89" and 
is as follows.) 

"Comptroller of Public Accounts, 
State of Texas. 

Austin. 

(Seal) Auditing Division. 

S. H. Terrell, Comptroller. 
J. M. Edwards, Chief Clerk. 

Paris, September 28, 1928. 

Hon. S. H. Terrell, State Comptroller, 
Austin, Texa.s. 
Dear Mr. Terrell: Enclosed you will 

find report of Occupation Tax collected 
from the Miller Bros. 101 Ranch Shows 
and the Al G. Barnes Circus. 

I fmd that Al G. Barnes owes a dif­
. ference of $2450.00 difference between 
the amount payed to tax collector and 
what should have been payed. 

I will go west Monday working gaso­
line tax and check the Miller Bros. 101 
Ranch Show at Gainesville Saturday 
Sept. 29, then to Wichita Falls as in­
structed. 

Mr. Chas. C. Cook, special tax and 
claim adjuster, ask that I not turn 
their check into the office before Wednes­
day, as he would have some friend of his 
call on, you to see if there was not 
some way that this claim could be ad­
justed. 

I collected for the circus only and 
not on any of the sid~ shows. 

He claims that the show is losing 
money. 

Respectfully, 
(Signed) R. B. PATTON." 

Mr. Stevenson: Read this one, while 
you are at it. 

(Mr. Stevenson offered the following 
letter and it wa.s received in evidence 
and read by the Reading Clerk, marked 
"Exhibit 90,'' photostatic copy.) 

"Gainesville, Texas, September 28, 1928. 

Hon. S. H. Terrell, State Comptroller, 
Austin, Texas. 
Dear Mr. Terrell: In closed you will 

find collections for back tax dne by 
Miller Brothers 101 Circus Ft Worth 
112.50 Cisto 112.50 Wichita Falls 112.50 
Total amount $337 .50 other places I 
wired answer that the full amount has 
been payed This is to my liking. Let 
me have more of such work I will be 
registered at the Joline Hotel, Wichita 
Falls Please wire instructions as to 
what work you want me to do. 

Yours very truly, 
(Signed) R. B. PATTON, 

Joline Hotel, Wichita Falls, Texas." 

Q. You never heard that either of 
these counties ever received any part 
of that money, did you, Mr. Patton? 

A. No, sir. 
Q. Have you ever had any request 

from the county officials as to why you 
did not send it to them? 

A. No, sir. 
Q. All you did was to remit it to 

the Comptroller's Department? 
A. That was all. 
Q. Now, the $2458.00 item, what did 

you say that was for? · 
A. It was the difference between the 

price they should have paid and the 
price they did pay for showing each day. 

Q. To whom: did that belong? 
A. It belonged to the counties where 

they showed. 
Q. To the counties? 
A. Yes, sir. 
Q. How many counties did this be-

long to? 
A. I can't recall. 
Q. You don't now know? 
A. No, sir. 
Q. Have you got any record of it? 
A. I think I did have-no, sir, I 

haven't got one-can't find it. 
Q. You haven't got any record now 

of what that amount was for, have you! 
A. No, sir. 
Q. You don't know to what counties 

it belonged! 
A. Not all of it. 
Q. No, sir. And you sent that also 

to Mr. Martin! 
A. I sent the check in an envelope 

addressed to Mr. Terrell, attention of 
Mr. Martin, as I sent all my mail. 

Q. Well, we haven't got the en-
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velop(' and there i1' no mention of 1\Ir. 
Martin in either of the Jetter., is thl're? 

A. No, sir. 
Q. No mention at all! 
A. No, sir. 
Q. Now. \'OU never haudlC'd H1l\' other 

item in y01ir life. exl'ept thP'.--C 'two in 
that way, did you 1 

A. I don't unden•tand that. 
Q. \Veil, vou just tcstiticd a while 

ago that it \vas your praetire to send 
delinquent taxe~ chlP to the counties, 
to the Comptroller 1 

A. \Vhenevl'r you collected this wav 
-sav. for install('(', vour county was 
due ~'1'112.~0. it ran eomc into the 

0

l'omp· 
trollcr to be distrihuted to those <'Oun· 
ties. 

Q. I understand, but vou say this is 
the only im~tanl·e in whi(:h you ·did thi!', 
wasn't ·it? 

A. Ye~. ~ir. and \Vit·hita-or Gainl'S· 
ville, yes, sir. 

Q. These two item,; whi<"h are in ron· 
t roversy here T 

A. For shows. yt•s, il"ir. 
Q. Yt>R, Rir. univ two. Now. I will 

ask you if you did ;10t rollel't an amount 
from l\lr. Busil'k in the fall of 192!1. 
$375.001 

A. At Amarillo. 
Q. 
A. 
Q. 

there'r 

Yes. sir. 
Yes, sir. 

\\'hat an• the circumstanr<'S 

A. ~Ir. Busick gave me a check and 
it was listed to be distributed to each 
county. for pianos. victrolas, etc., on 
whic·h tlw <·harg:e wa~ $7.;10 for (•ach 
machine for the counties of WPflt Texas. 

Q. Have vou a list of all thoee 
eounties? · 

A. I haven't them with me, no, sir. 
Q. \on ~rnven't got that 1 
A. No, sir. 
Q. You haven't any record as to 

whom that belonged T 
A. There is a rrC'ord in thiR office, 
sent one in. 
Q. You sent one in? 
A. Ye•. sir. I a!wavs do. 
Q. I see. And tlu~t amounts to 

$375.001 
A. $300.00 something, I don't recall 

bow n1Hrh. 
Q. Did YOH ~rnd that amount in to 

Mr. Terrell. also! 
A. I Rent it in an envelope and to 

the attention of Mr. Martin. 
Q. That was in November, 1929? 
A. Yes. sir, in November. 
Q. Mr. Martin had been dead about 

•ix months, hadn't he T 
A. I think he died in July. 

(). Yes. sir. Now, did you put the 
ad<idress on an envelope to a dead man T 

.\. Wait a minute. You have got 
nw there. I addressed it to Mr. Byrns, 
ye:-:. sir. 

\). Yes, sir. Then vou didn't send 
that to Mr. Martin. did you 1 

.\. Xo, I didn't send that to Mr. 
]tiartin-coulcln't make connection. 
TJ1at was sent to ~Ir. Byrus. You were 
g-oing too fa~t for mt•. ' 

\). \\'hen you sent in this check on 
~liller Brothers' Cirrus. how did you 
make the remittance, Mr. Patton 1 

A. On l\1iller Brother."' Cirrns? 
l). Yes, sir. 
A. That was from Gainesville. 
Q. Yes, sir. 
A. Thev remitted hv (•heck from Mr. 

i\kElrath.' tax rollecto
0

r. 
Q. You didn't send your check, did 

YOH? 
· A. No, sir. 

\). You got him to send his check? 
A. They paid me the cash. 
\). Miller Brothers did? 
A. They paid me the cash and Mr. 

l\kElrath gave me his cheek in pay· 
ment to Mr. Terrell-he gave me bis 
rlwck he issued in return for the money, 
an<! I mailed it to the office. 

<,>. You mailed it to the office? 
..\. Yes, sir. 
<,>. You sent that check in direct to 

tlw oflire, as vou have testi fled to Y 
A. Sent it right in to the Comp­

troller's office. 
Q. Mr. Patton, what portion of the 

orn1pation tax belonged to the State 
that vou rollected! 

A. ·Two-thirds. 
Q. Two-thirds of this belonged to 

the State! 
A Yes, sir. Wait a minute. Why, 

I eou Id n 't te JI what portion of it be· 
longed, herause it was collected under 
the wrong serie~. 

Q. \Yell, you know the major amount 
of the occupation tax goes to the State, 
don't vou? 

A. 'one-third - two-thirds to the 
State, onl•·third to the counties. 

Q. Had Miller Brothers paid into 
thr State! 

A. $225.00. yes, sir. 
Q. Who collected that for the State? 
A. The tax collector. 
<!. And didn't collect any for the 

rountv? 
A. · Ht• may have collected them at 

places u ]together, State and county to· 
gether. 

Q. Kow, isn't it a fact that of this 
$3:l7 .50. two-thirds of that belonged to 
the State and one-third to the county? 

A. The way I figured it, yes, sir. 
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Q. I will ask you to examine this 
check and see if that is the one he 
made the remittance by? 

A. Yes, sir. 
Q. This is the check? 
A. Yes, sir. 
Q. I will ask you to look at the 

endorsement on the back? 
A. {After examining check.) S. H. 

Terrell, State Comptroller. 
Q. That is endorsed by Mr. Terrell, 

isn't it? 
A. For deposit. 
Q. Yes, sir. 
A. That is what it says there. 
Q. Yes, sir, "For deposit, S. H. Ter· 

rel!, State Comptroller," and it was 
deposited in the Austin National Bank, 
wasn't it? 

A. Federal Reserve, both, that is 
what is stamped on the check. 

Q. Yes, sir. I believe that is all. 
Mr. Patton, did any part of this 
$2458.00 belong to the State as occu· 
pation tax? 

A. I would judge that two-thirds of 
it did. 

Q. Yes, sir, two-thirds of that be· 
longed to the State? 

A. Yes, sir. 
Q. That is all. 
Mr. McGregor: Stand aside. 

General Keeling: Mr. Chairman, and 
Gentlemen of the Committee: At tliis 
juncture I desire to have read into the 
record the report of the committee ap· 
pointed by the Speaker of the House 
of Representatives during the Forty­
first Legislature, found at page 170 of 
the House Journal. It is short. 

Mr. Stevenson: Let us see what it is. 
{The report was received in evidence 

and read by the Reading Clerk as fol· 
lows, towit) : 

House Journal 

Regular Session, Forty-first Legislature, 
Pages 170-171. 

Mr. Beck offered the following reso· 
lution: 

Whereas, The undersigned members 
of the committee appointed by the 
House to examine the accounts of the 
State Comptroller and the State Treas­
urer are charged Ly the rules of this 
House with the duty of preparing and 
submitting to it reports of the condi­
tions of the accounts kept hy each of 
the said officers; and 

Whereas, A casual examination al· 
ready made reflects the fact that due 
to the provisions of the law both the 

Treasury Department and the Comp­
troller's Department are forced to keep 
their records and accounts in a way 
that is not in accordance with modern 
accounting practice, and that the high­
est salary authorized by law among the 
men charged with such accounting and 
auditing as is done in the Comptroller's 
Department is $2700 per year, and that 
the lack of employes makes it impos­
sible to organize an adequate auditing 
force to check up upon the receipts, 
disbursements, and funds of the vari­
ous departments, boards, commissions 
and other appendages of the State gov­
ernment; and 

Whereas, We realiz~ that the task 
imposed on us by the rules of the 
House is impossible to perform within 
the time allowed for this session of the 
Legislature; and 

Whereas, The task is one that could 
only be accomplished by individuals 
specially trained in the profession of 
accounting and auditing; and 

Whereas, As individual members of 
the committee charged with this duty, 
we shall hesitate to sign any report 
stating that we have audited or could 
audit these accounts, which we have 
every reason to believe have been hon­
estly handled according to the laws 
governing these two departments, so as 
to respect the true condition;-

Mr. Petsch: Mr. Chairman, we have 
been investigating that. That was ruled 
out by a point of order, and, there· 
fore, it has no place in the record of 
this House. We didn't have any notice 
of that, however, until just now. We, 
therefore, do not think it is admissi­
ble, could not throw any light upon this 
case, it is not a record of the House 
because it was not adopted-it is merely 
a report of the committee, not a!!ted 
upon on account of point of order made 
and sustained by the Speaker of the 
House. 

General Keeling: Mr. Chairman, in 
reply to the objection just made, we 
will state that this report does not 
appear to have been ruled out on point 
of order, but only that portion of it 
which attempted to carry an appropri­
ation for stenographers and the hiring 
of auditors, that was ruled out of or­
der. The rest of the report is the re­
port by that committee, s\gned by all 
of the members of the committee, to 
this House. 

Mr. Stevenson: Let him read it, 
Petsch, it doesn't make any difference. 

Mr. McGill: Withdraw the objec­
tion. 

Mr. Petsch: I withdraw it. 
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. Judge ~ink~: The ohjC><-'tion i~ with· 
drawn. 

( T11e Rl'ading CIPrk thereupon pro 
eel'ded with the reading of the report, 
a>< follows. tow it) : 

Therefore, he it resolved by the House 
of Hepres"'ntative~. That t)w i-;aid (·om· 
mittee be authorized to employ ten ( 10) 
oenior certified public accountants and 
twenty ( 20) junior certified public ac­
countants for a period not exceeding 
two years. and at a rate of pay not 
<•xceeding that which is customary to 
pay ~urh Pmploye~. nam.?ly. ~:~!) fll'f da~· 
for senior aceountants and $20 per day 
for junior acC'ountant~. to assist it in 
its audit; and further, that it be au­
thorized to employ such stenographers 
and elc>rk~ to assist the said account­
ants as in its opinion may be neces­
sary. not to exeeed twenty-five ( 25) 
at any one timl', and to purchase such 
adding ma('hi11l':-'. l'omptometer ..... :-;tatiou­
ery and other modern accounting de­
vices as may be necessary, all of said 
salarie< to he paid out of the contin­
gent expense fund. 

Signed-Bt•ek, McCombs, Speck, Kem­
ble, Baldwin. Kinnear, Duvall. 

' 
General Keeling: We now call to the 

witness stand Mr. ,J. A. Phillips, of 
~he Phillips Auditing Company, of 
Houston. 

,J. A. Phillip~ \Va~ thrrenpo11 <·alled 
as a witness in behalf of the respond­
ent, and having been duly sworn by the 
chairman, testified as folJows: 

Direct Examination. 

Questions by Mr. Keeling: 
Q. What is your name, business and 

place of business t 
A. J. A. Phillips, certified public ac­

C'Ountant. Houston, Texas. 
Q. How long have you Jived in Texas, 

Mr. Phillips 1 
A. Thirty-seven years. since birth. 
Q. How long have you been a cer­

tified accountant? 
A. Since May, 1920. 
Q. What was your business prior to 

May, 19201 
A. I was employed by a firm of 

public accountants just preceding; in 
fact, I was st ill with the firm at the 
time I received my certificate as cer­
tified public accountant. 

Q. \Yere you ever employed in the 
Comptroller's Department of the State 
of Texas? 

A. I was. 
Q. For how long and under whom! 
A. For practically eight and a half 

years, I believe, under the late H. B. 
Terrell. 

Q. The father of this respondent? 
A. Yes. 
Q. What were your duties in there 

at that time! 
A. Well, my duties were many, as I 

recall; it would he more or Jess difficult 
to recall back to my mind all the things 
that I did; I remember that I handled 
school and special warrants, pension 
warrants. and generalJy. as we had it 
arranged in the department at that 
time, I did whatever work needed to be 
done in any of the departments when I 
was available to do it. 

Q. Did you possess a reasonable fa­
m iJiarity with the general details of the 
office at that time? 

A. I think not; I had nothing to do 
with the bookkeeping department or the 
general warrant department. 

Q. Have you been called on by Mr. 
S. H. Terrell to make an audit of the 
desks in his office, touching the items 
that are embraced in the audit of Mr. 
Moore Lynn? 

A. I have. 
Q. \Yhen did ~·ou begin that work! 
A. I don't believe I am prepared t<> 

give the exact date I began this work. 
Q. Have you a copy of Mr. Lynn's 

audit? 
A. I have. 
Q. I will ask you to turn to page 9. 
A. Which report 1 
Q. January 27 and 29, 1930, the first 

one! 
A. I have that page. 
Q. That deals with the checks drawn 

on the Texas Bank & Trust Company? 
A. It does. 
Q. I call your attention to two 

items, dated April 4th, being checks 5, 
6, 7, 8 and 9, and payable respectively 
to Tom Folts, $15.85; A. P. Bagby, 
$15.80; ,J, W. Burke, $32.72; E. F. 
Elkin, $30.17; E. E. Upshaw, $11.85. 
Did you examine and trace those four 
items and find out what they were paid 
for! 

A. Let me answer first, Senator, 
that there are five items. and the third 
item is $30.72, instead of $32.70. I did 
examine them, photostatic copies of 
Treasury warrants drawn in like sum. 

Q. i' will ask you if you found the 
expense accounts first, or the warrants 
first! 

A. T found the warrants fir•t. 
Q. ,.\IJ right, go ahead. 
A. I examined tho~e warrants. ancl 

found that tlw~e partic-ulnr warrants 
that T lutn• mentioned tlwrPin. in the 
!-<ame amounts I have ju~t stated. were 
drawn to the partil'ular payee> men-
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tioned here, and that those warrants 
show evidence of having- been paid by 
the State Treasurer's Department. 

Q. I will ask you to examine that 
warrant and ask you if it is a photo­
static copy of this warrant mentioned 
here, and show who it is drawn to 1 

A. That is a photostatic copy of 
warrant drawn to Thos. W. Folts, in 
amount of $15.85. 

Q. I will ask you to examine this 
expense account and see if the similarity 
in name, date etc., shows it to have been 
based on the' expense account for which 
the warrant was drawn~ 

A. This expense account contains 
four items which aggregate $15.85 and 
is accompanied by an affidavit executed 
by Thos. W. Folts. 

Q. Now, in connection with this wit­
ness' testimony, I want to offer in evi­
dence the expense account, and I will 
have to have it read into the record 
rather than give them to the stenog­
rapher, because it is a record of a State 
department and we have no right to 
have it incorporated in the record or to 
turn it over to any person for that pur­
pose. It is as follows: 

Expense Account. 
The State of Texas. 

To Thos. W. Folts, Dr. 

Money expended while traveling on official business in the capacity of Special 
Examiner for the State Comptroller's Department covering the dates from March 
30 to April 2, 1927, both inclusive. 

Date. 

March30 
March 31 
April 1 
April 2 

Items. 

Room $2.00, meals $1.70 
Room $2.00, meals $2.10 
Room $2.00, meals $2.15 
Room $2.00, meals $1.90 

Cash 
Paid Out. 

$ 3.70 
4.10 
4.15 
3.90 

$15.85 

Railway 
Srip Used. 

I do solemnly swear that the above expense account, totalling $15.85, is true, 
correct, justly due and unpaid and tbat each item shown therein was actually 
expended hy me for the purposes therein stated. 

THOS. W. FOLTS. 

Sworn to and subscribed before me by above named party this the 2nd day of 
April, 1927. 

J. C. ROBERTS. 

Payable out of appropriation J443. Approved for payment to the amount of 
$15.85. Date, April 4th, 1927_. 

Mr. McGregor: We now offer in evi­
dence, in connection with that. State 
Treasurer's Warrant 51594, which I ask 
the Reading Clerk now to read, together 
with the endorsements thereon: 

Whereupon the Reading Clerk read 
the above mentioned warrant, and which 
is as follows: 

General Warrant-Original. 
No. 51594: $15.85. 

Treasury Warrant, 
Cpmptroller's Office, 

Austin, Texas, April 7, 1927. 

The Treasurer of the ·state of Texas 
will pay to the order of Thos. W. Folts, 

S. H. TERRELL, 
State Comptroller. 

Fifteen & 85/100 Dollars, out of any 
money appropriated by an Act of the 
Texas State Legislature for the year 
A. D. 1925, Appropriation No. J-443, 
account of T. Exp. being for Copt. Dept. 

Signed: 

S. H. TERRELL, 
Comptroller. 

W. GREGORY HATCHER, 
State Treasurer. 

Endo"ed on hack: Thos. W. Folts. 
per E. J. :Martin. 

Q. Now. Mr. Phillips, the expense 
account which you hold in your hand, 
what is the amount of that expense 
nccount Y 
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A. The amount of this 1·xpe11~e ac­
count is $15.80. 

Q. I will ask you whether it corre­
sponds with the warrant issued for like 
amount, and that it is the basis of 
warrant number :) 1 :lHf>, payable tu A. 
P. Bagby, which you hold in your 
hand! 

A. It does. 
l\lr. llficGregor: \Ve now offer the 

('Xpense at·eount in evidenC"e and ask 
that it be read to the committee in 
evidence. 

\\'hereupon tbe Reading Clerk read 
the expense account above referred to, 
and is as follows: 

Expense Account. 
The State of Texas. 

To A. P. Ragley, Jr., Dr. 

Money expended while traveling on official business in the capacity of Special 
Examiner for the State Comptroller's Department covering the dates from March 
30 to April 2, 1927, both inclusive. 

Date. 

March 30 
March 31 
April 1 
April 2 

Items. 

Rooms $2.00, meals $1.85 
Rooms $2.00, meals $2.00 
Rooms $2.00, meals $1.95 
Rooms $2.00, meals $2.00 

Cash 
Paid Out. 

$ 3.85 
4.00 
3.05 
4.00 

Railway 
Srip Used. 

I do solemnly swear that the above expense account, totalling $15.80, fs true, 
correct, justly due and unpaid and that each item shown therein was actually 
expended by me for the purpo~es therein stated. 

A. P. RAGLEY, JR. 

Sworn to and subscribed before me by above named party this the 2nd day of 
April, 1927. 

J. C. ROBERTS. 

Payable out of appropriation J443. 
$15.80. Date, April 4th, 1927. 

Approved for payment to the amount of 

S. H. TERRELL, 
State Comptroller. 

Q. Now. in conneetion with 
pense account, we offer in 
'Treasury Warrant No. 51595, 
that it be read in evidence. 

that ex· Endorsed on back: A. P. Bagby, Jr., 
evidence per E. J. Martin. 
and ask 

Whereupon the Reading Clerk read 
11aid warrant, and it is as follows: 

General \Varrant-Original. 

No. 51.595: $15.80. 

Treasury Warrant, 

Comptroller's Office, 
Austin, Texas, April 7, 1927. 

The Treasurer of the State of Texas 
will pay to the ordPr of A. I'. Bagl1y. 
Jr., Fifteen & 80/100 Dollars, out of 
any money appropriated hy an Act of 
the Texas State Lrgi~latun_• for thr 
year A. D. 1925. Appropriation No. 
,T-443E, Account of T. Exp., being for 
Compt. Dept. 

Signed: 

S. H. TERRELL, 
Comptroller. 

W. GREGORY HATCHER, 
State Treasurer. 

Q. Thf' expense ateonnt which you 
have there of J. W. Burke, what is the 
amount of that 1 

A. $30.72. 
Q. Did you find any warrant of cor­

responding amount and date payable to 
-:\Ir. Bagby! 

A. That ie it. I ha,·e a photostatic 
eopy of it here. 

?llr. McGregor: I will ask you is this 
photostatic copy of this warrant is a 
<'opy that corresponds with the expense 
aecount in such a way as to indicate 
that the expense account is the basis 
of the warrant? 

A. It does. 
l\lr. ;\IeGregor: We offer the expense 

account in evidence and ask that the 
Heading Clerk read it to the committee. 

\\'hereupon the Reading Clerk then 
read the expense account, which is as 
follows: 
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Expense Account. 
The State of Texas. 

To J. W. Burke, Dr. 

Money expended while traveling on official business in the capacity of Special 
Examiner for the State Comptroller's Department covering the dates from Tues­
day, March 29, 1927, to April 2, 1927, both inclusive. 

Date. Items. 
Cash 

Paid Out. 
Railway 

Srip Used. 

March 29 
March30 
March30 
March 31 
Marchal 
April l 
April l 
April 2 
April 2 

R K Fare Austin to Ft. Worth 
Hotel 

$10.92 
2.50 
2.25 
2.50 
2.55 
2.50 
2.60 
2.50 
2.40 

Meals 
Hotel 
Meals 
Hotel 
Meals 
Hotel 
Meals 

$30.72 

I do solemnly swear that the above expense account, totalling $30. 72, is true, 
correct, justly due and unpaid and that each item shown therein was actually 
expended by me for the purposes therein stated, 

J. W. BURKE. 

Sworn to and subscribed before me by above named party this the 2nd day of 
April, 1927. 

L. 0. HULSEY. 

Payable out of appropriation J443. Approved for payment to the amount of 
$30.72. Date, April 4th, 1927. 

Mr. McGregor: In connection with 
that expense account, we offer Treasury 
Warrant No. 51596, with the endorse­
ments thereon, and ask that it be read 
to the committee. 

Whereupon the Reading Clerk read 
the warrant, which is as follows: 

General Warrant-Original. 

No. 51596: $30.72. 

Treasury Warrant, 

Comptroller's Office, 
Austin, Texas, April 7, 1927. 

The Treasurer of the State of Texas 
will pay to the order of J. W. Burke, 
Thirty & 72/100 Dollars, out of any 
money appropriated by an Act of the 
Texas State Legislature in the year A. 
D. 1925. Appropriation No. J-443-E. 
Account of T. Exp., being for Comp. 
Dept. 

S. H. TERRELL, 
Comptroller. 

W. GREGORY HATCHER, 
State Treasurer. 

S. H. TERRELL, 
State Comptroller. 

Endorsed on back: J. W. Burke, per 
E. J. Martin. 

Q. Now, Mr. Phillips, I will ask you 
to examine the expense account which 
you have in your hand and state 
whether or not you found the warrant 
in the Treasury by reason of its date, 
identity of the amount, and payee in­
dicating to you that it was based on 
that account? 

A. This account of E. F. Elkins, 
this expense account is executed by Mr. 
E. F. Elkins, in the sum of $30.17, and 
I have examined the photostatic copy 
of the State Treasury warrant for a 
like amount. 

Mr. McGregor: We offer this ex· 
pense account in evidence and that it 
be read. 

Whereupon the Rearlin!( Clerk read the 
expense account, which is as follows: 
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Expense Account. 
The State of Texas. 

To E. F. Elkins, Dr. 

Money expended while traveling on official business in the capacity of Special 
Examiner for the State Comptroller's Department covering the dates from March 
29th to April 2nd, 1927, both inclusive. 

Date. Items. 
Cash 

Paid Out. 
Railway 

Srip Used. 

March 29 
March 30 
March 31 
April 1 
April 2 

Railroad Fare Austin to Ft. Worth 
Hotel $2.50, meals $2.30 

$10.92 
4.80 
4.90 
4.70 
4.85 

Hotel $2.50, meals $2.40 
Hotel $2.50, meals $2.20 
Hotel $2.50, meals $2.35 

$30.17 

I do solemnly swear that the above expense account, totalling $30.17, is true, 
correct, justly due and unpaid and that each item shown therein was actually 
expended by me for the purposes therein stated. 

E. H. ELKINS. 

Sworn to and subscribed before me by above named party this the 2nd day of 
April, 1927. 

L. A. HULSEY, 
Notary Public in and for Tarrant Co. 

Payable out of appropriation J 443. 
$30.17. Date, April 4th, 1927. 

Approved for payment to the amount of 

Q. Now, in connection with that ac­
c·ount, we wish to offer Treasury \:Var· 
rant No. 5159j, payable to E. F. Elkins, 
for $30.17. togetl1er with the endorse­
ments thereon, aiiU will ask that it he 
read in evidence. 

\Yhereupon the Reading Clerk read 
the warrant, which is as follows: 

Xo. :11.'i9i: $~0.17. 

Treasury \\"arrant, 

Comptroller's Oftlee, 
Austin, Texas, April i, 1927. 

11w Tn-.n:-<urer of tlie Rtnte of Texas 
will pa>· to the onh•r of E. F. Elkins, 
Thi rt>· & I j 100 Dollars, out of any 
1110ney a ppropriatP<l hy an Art of the 
Tt•xas Rtate LPgislature for the year 
A. D. I !12:). Apprnpriation Xo .. J-443-E. 
Account of T. Exp .. heing for Compt. 
DP pt. 

S. H. TERRELL. 
Comptroller. 

S. H. TERRELL. 
State Comptroller. 

Siirned: 
W. GREGORY HATCHER, 

State Treasurer. 

Endorsed on back: E. F. Elkins, per 
E. J. Martin. 

Q. Now, then, I will ask you to ex­
a1nine thi ..... exp<'n~e H<'<·otmt and state 
whether or not a photm•tati<" cop~· of the 
warrant exhibited to v1n1 hv rea~on of 
tlw identity of tht• mime. date an<l the 
amount. w~uld indiC'atc> to vou that it 
wa~ ba~ed on that exprn:-:..e ac:rount ~ 

A. It does. 
(~. \\'hat i~ that Pxywn:-;e nrrount? 
A. This is an C'Xpense arrount in 

the amount of $11.H:'i. and the aC"count 
wa• exe"nted hy E. E. Upshaw. 

Mr. l\kGrcµor: \Ye offer the expense 
account in eYidence and ask that it be 
rea<l in e,·icknre before the commit.tee. 

\Yhen'npon the Reading Clerk read 
t\1e expense account above referred to, 
and same is as follows: 
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n. State of Tuaa. 
hpenw .\~DL 

To E. E. Upehaw, Dr. 

ia-7 upeacled wbile traveling oo ollleial buaiona in the eapacity of Spttial 
...._u• for the State Comptroller'• Department covering the datu from 3. 31 
"' f/ 2, l m. both incluahe. 

Jtema. 

Baa Fa..-Auatio to Waco 
Sapper 
Brealtlut 
Lunch 
Dinner 
Brulcfut 
Luncb 
Dinner 

Cub 
PaidOul. 

Railway 
Srip t·oed. 

Mareh31 
Mareh3l 
April l 
April I 
April l 
Apnl 2 
April 2 
April 2 
April 2 
April 2 
April 2 

Car Fare--Court House to 25th Luker St. 
Stam pa 
Hotel Waco 

$4.35 
.i5 
.35 
.50 
.so 
.30 
.65 
.75 
.15 
.25 

3.00 

$11.85 

I do aolemnl7 ewear that the above expense account, totalling $11.85, is true, 
eorl'ftt, juatly due and unpaid and that each it.em shown therein was al'lually 
upended b7 me for the pu rposea therein stated. 

E. E. UPSHAW, 

Sworn to and 1ubacribed belore me by aborn named party this the 2nd dny of 
April, 11127. 

SILAS 0. SANDERS. 

Payable out of appropriation JH3. Approved for payment to the amount of 
ell.85. Date, April 4th, 1927. 

)fr. McGregor: In connection with 
that expenae ae<"ount. we offer Tn•n!-Oury 
Warrant No. 51508, and will nsk the 
Rnding Clerk to read same to the 
committee. 

Whereupon the Reading Clerk read 
Tre .. u" warrant referred to, which is 
H follo

0

w1: 

No. 51508: 
Treasury Warrant, 

Comptroller's Office. 

$11.85. 

Austin, Texas. April i, lll:!i. 
The TreBBurer of tht' St.at .. of Texas 

will pay to the or•ler of E. E. l"pshaw. 
Eleven .t 85 I 00 Dollars, out of any 
monl'y appropriated b~· an Act of the 
Ten• Stale L•11islature in the year 
A. D. 1925. Appropriation 'S"o .. J-443-E. 
Aftount of T. J-:xp .. being for C'ompt. 
Dept. 

S. H. TF.RRELL. 
('om pt roller. 

W. GREGORY HATCHER, 
State Treasurer. 

S. H. TERRELL, 
State Comptroller. 

Endorsed on back: E. E. Upshaw, 
per E. J. Martin. 

Q. Xow, '.\Ir. Phillips, I will ask if 
you make an invC"stig-ntion at the Texas 
Bank & Trust Company of the cashier's 
checks that were purchased with the 
$120.98! 

A. We went down, I sav we, I went 
down to the Texas Bank &. Trust Com· 
pan~· and took from the records n com· 
plete list of paid items and deposit•. 
I di•I not dis"""' with the Texas Bonk 
& Trust C'omp1rny the lh-e items repre· 
.. ntffi in this $129.98. 

Q. Did you finrl that there were lhe 
it..•ms or ju~t one! 

A. There were fi \'e i terns. 
11· E"idenoed hv onshier's eheeka ! 
A. Yrs. sir. · 
Q. Then they were purehosed hy that 

<'lwrk instead of checks! 
.\. Thnt is correct. 
Q. Xo\\", in the Austin National 

Bonk •tatement of deposits. there ap· 
pears as of date April 28, 1928. a de· 
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posit of $1912.50, Exhibit "C," and it 
would be on page 2 of Exhibit "C." 
Now this $1912.50, being among the 
deposits in the Austin National Bank, 
is embraced in the report of Mr. Lynn, 
as unaccounted for. I will ask you if 
you traced the source of deposits of 
that item of $1912.50? 

A. I can answer that question in 
this way: To try to identify the source 
of all these deposits, we made a dili­
gent search in the ·Comptroller's office, 
going down in the basement, looking 
for records, and we found a report 
turned in by Mr. Patton and Mr. Graf­
ton, that included items that aggregated 
$1912.50, and the date of that report 
is some time prior to the date of the 
deposit. We concluded that that de· 
posit represented the collections shown 
on that report. 

Q. That was the source of the de· 
posit? 

A. Yes, sir. 
Q. Now did you trace the disposi· 

tion of that particular deposit 1 
A. We were able to do this only. 

The paid checks were not available to 
us. But we found this: We found 
items in the bank statement on their 
ledger sheet, paid within reasonable 
periods of time, that these deposits had 
been made, items that aggregated the 
sum of $1912.50. We compared these 
paid items as reflected by the bank 
statement, with the reports turned in 
by Messrs. Patton & Grafton. We were 
unable to determine from the bank rec­
ord the payee from that record, but by 
comparing the items, we found they 
were paid by the bank within a reason­
able time, and therefore entirely agree· 
ahle with the report of Messrs. Patton 
and Grafton with respect to that 
amount. 

Q. Then, by that method, you lo­
cated, to your satisfaction, the origin 
of this $1912.50? 

A. Yes, sir. 
Q. And to your satisfaction, the dis­

position of that $1912.501 
A. I am entirely satisfied as to that. 
Q. Now. ~Ir. Phillips. without going 

into the depth of each item that was 
locatec!, I will ask yon if on the data 
furnish<'d you hy the Comptroller's De­
partment and secured hv vour own in­
dustr.l'. and with the audit' of ~Ir. Lynn 
in mind. if you were not able to lo~ate 
all of the items that came into this 
lmnk deposit? 

A. Do I understand that you are 
asking me the source of all these de­
po~its tl1ere? 

Q. X o. The amounts and where they 

were payable. Whether in escrow, 
whether on contingent items, whether 
payable to the counties, or unknown 
items. In other words, if you have re­
duced the audit where you are now 
certain as to the amount that is un­
accounted for at this time? ' 

A. I will say this-that I have thor­
oughly gone into all transactions in­
volved in the sums deposited in the 
two respective hank accounts, and with 
the exception of two items, and have 
determined to my satisfaction the 
source of these deposits and I have con­
tinued in an effort to determine the 
disposition of these collections, and I 
feel that I know the sum of money 
that has h~en collected and deposited 
to these accounts that has not been 
accounted for. 

Q. , Your audit shows money unac­
counted ·for or depai;tmental deficiency 
of $12,289.19, I believer 

A. That is correct. 
Q. Mr. Lynn's original report indi­

cated a departmental deficiency of some 
$54,000. I will ask you if you did 
not reach the same conclusion, or if he 
did not reach the same conclusion that 
you have, in that there is now a de­
partmental deficiency at this time fig- • 
uring close to and places the depart­
ment deficiency at this time at $75.00, 
after deducting from it item of the 
$5800.00 that was paid in the two in­
heritance tax items f 

A. My belief is that Mr. Lynn is 
substantially correct, and he agrees 
with me; his figures are substantially 
in agreement with my figures in that 
respect. The only disagreement be­
tween Mr. Lynn and myself is with 
reference to these escrow items. Mr. 
Lynn, with respect to the $75.00 did 
not !!'ive credit for checks that were 
issued against this special account in the 
Austin National Bank, to the four 
c·o1mties. Because those checks had not 
been paid by the bank. Now, I satis­
fed mvself that the checks were issued 
toktleci $75.00. and I belie\'e that they 
were mailed out-the stub shows that 
the\' were issued. One to Potter county 
for. $7.50, one to Childress for $7.50, one 
to ......... for $45.00, one to Hutchin-
"'n <'<>untv for $15.00, and that makes 
a total or' $75.00 difference between Mr. 
Lynn and my•elf. 

K ow. with respect to the $5883.50, 
the difference is simply this. We con­
sider this as being accounted for to 
the State in deposit made on January 
27. rn:io, aggregating $5883.50. 

Now, in our report. we pointed out 
\'ery clearly the date of this Account and 
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the fact that it was from the sources 
other than this bank account, but was 
paid into the Treasury from some other 
bank account. The thing that we are 
trying to do was to determine the real 
facts with respect to the payments made 
into the Treasury and to satisfy indi­
viduals and corporations. 

And I state it to be a fact that those 
items have been 'paid into the Treasury 
to that extent. There can be no ques­
tion as to them being accounted for, but 
as to how they were accounted for. The 
State has its money. 

Q. Now, recurring to the seventy-five 
dollars under your audit, the depart­
ment would still owe somebody fifteen 
dollars? 

A. And we so stated in our report. 
Q. That is the Busick item-a refund 

due Mr. Busick! 
A. Yes, sir. 
Q .. Now, handling it this way, your 

conclusion and Mr. Lynn's conclusion 
are in accord in one respect? 

A. That is correct. 
Q. Leaving the gross of both of you 

as a departmental deficiency at $12,-
289.19? 

A. That is correct. 
Q. If that amount had been wiped 

out in due course of liquidation, the 
payments would have been finally 
cleared in that department? 

A. That is correct. With respect to 
the books being balanced, I want to say 
that that is just a matter of bookkeep­
ing in the department. I want to reply 
to the question in this way: When 
these a.mounts were paid-in refund, then 
the matter would be entirely closed so 
far a.s the accounting for all of the col­
lections is concerned. That is, assuming 
the refund of $15.00 is made and the 
checks outstanding are paid a.t the bank. 

Q. Now, then, with that in mind, Mr. 
Phillips, I will ask you to go with me, 
or to take up these items seriatim and 
dispose of each item, and see what we 
have left. Now there is the item of 
$337.50, that is known as the 101 Ranch 
Circus-can you trace that item? 

A. That is a collection from the 
Miller Brothers 101 Ranch Circus, that 
was deposited in the Austin National 
Bank on October 1, 1928. It is a. col­
lection that was reported by Mr. R. B. 
Patton. 

Q. Now, if since the audit was made. 
as to· that particular item, Mr. Terrell 
has accepted the audit and paid that 
amount of money by cashier's check to 
Eastland, Wichita and different coun­
ties, it would take that item out of the 
account? 

A. It would, if that belongs to those 
counties. 

Q. Has your audit traced those items 
to show to what counties it belongs! 

A. Well, it has and it has not. We 
did not trace it out in the audit. We 
made no independent investigation of 
that. We accepted it as found-in that 
we found the source of the collection. 

Q. The next item iS for $2458.00 
known as the Al G. Barnes Circus item. 
What is the source of that item? 

A. That item was deposited in the 
Austin National Bank on October 1, 
1928-I believe that to be the date of 
the deposit. 

Q. What was the source of it, and 
what was it for 1 

A. I located a letter in the files of 
the Comptroller in the basement from 
Mr. Patton reporting that item to the 
Comptroller. And in this letter he stated 
that it was a collection made from the 
Al G. Barnes circus. There was no 
detail attached to the letter showing 
the counties that may have been entitled 
to this collection. Mr. Patton's letter 
has been read into the record. 

Q. Now, you state that that item 
was deposited on October l, 1928, in the 
Austin National Bank! 

A. That is correct. 
Q. And from the item and the letter 

of Mr. Patton, it appears that it was 
for occupation taxes belonging to vari­
ous counties in the State yet unascer­
tained so far as the record is concerned? 

A. I do not recall the exact language 
of that letter. I think I do recall that 
it was a. collection reported by Mr. Pat­
ton as having been made from the Al G. 
Barnes circus. I do not recall the lan­
guage of the letter as to details of to 
what counties it belonged to. 

Q. If Mr. Terrell has accepted this 
item in your audit as correct, and 
placed. assuming it was correct, and 
placed the $2458.00 to the credit of this 
item and to this account, in the Au.stin 
National Bank, that item would pass 
out of the record and be answered for. 

A. It would be answered for-I would 
have to answer you this way: If this 
item should be covered into the Austin 
National Bank and held. pending the 
determination of where it belonged. it 
would certainly clear the record on it. 

Q. You are in a position and can not 
tell from the record who owned that 
money at all, can you! 

A. I a.m not in a position to say 
whether that money belongs to the 
county or whether it belongs to any par­
ticular person, company or individual. 

Q. Or whether the person who col­
lected it had the right to collect it? 
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A. I am not concerned in that col­
lection. 

Q. The item of $775.94, which was in 
the Texas Bank & Trust Company, by 
virtue of a transfer from the Austin 
National Bank, if :\Ir. Terrell should 
accept your audit as <'orrect, and if that 
money should be placed in the Austin 
National Bank, it would take that much 
out of the amount stated in the au­
ditor's report 1 

A. It would, as a matter of course. 
Q. Now, the record discloses that 

there is $2334.84 that was placed in 
escrow by the Independent Oil Company, 
and the record shows that that much 
money was deposited in the Austin Na­
tional Bank! 

A. That is correct. It shows that 
the money was deposited in the Austin 
National Bank. and it is recorded in 
the book in the Comptroller's office. 
making up one of the items of the 
"Monev collectedt-checks held in es­
crow.''. 

Q. If that escrow is yet undeter­
mined, and Mr. Terrell accepts your 
audit. having had you employed to make 
it, and has deposited or should deposit 
this money in the c\ustin National Bank, 
to the amount of $2334.84, to await the 
ascertainment of the ownership of that 
money. that would pass out of the 
record? 

A. If that item is placed on deposit, 
or in a place ~ath;;fa<'tory to the situ­
ation, then it would clear the item up. 

Q. Now, then. that leaves. without 
going into the details. the $1!\.00 Busick 
item, the $28.H5 escrow. account of the 
Auto Supply Company of $26.32 as un­
unknown in thi:-: list of deposit:; iu the 
Austin National Bank. Now. if )Ir. 
Terrell should accept your audit as to 
these itemE". and place these amounts in 
the bank. that would take those items 
out of the rc>C'ord. wouldn't it? 

A. It would take them out of the 
record you haw as items handled in the 
manner· of clPposit~, in a manner that 
would be satisfaetorv to the situation. 
I want it dearly un;lerstood that J am 
not taking any 'position with respect to 
the fact that cleposit< in the hank ac­
count might meet all the matters in­
Yolved. but it woul<l certainly clear up 
the matter in so far as the acl·ounting 
is ronrerned. 

l). Xow that lt•ayp~ this-this itc1n 
of $ti:~l:!.i-l. whi('h has heen (letermined 
us thr ps('row itcim of the ~[agnolia 
Pt•trolP11m Company? 

.-\. 11rnt ii" correct. 
l). Xow. then, if that was adjusted. 

01· paicl to the :'.\lagnolia Petroleum 
l '0111pa11y, then we come bark to your 

proposition that that would close that 
account? 

A. That is correct. 
Q. Now to restate it, the record ap· 

pears to be, does it not, and your audit 
'o determines it. that there is due the 
.\Iagnolia Petroleum Company $6312.74? 

_.\. That is correct. 
Q. There was due Busick $15.00T 
A. That is right. 
Q. There is held in undetermined 

"'crow for the Auto Supply Company, 
$28.85-is that right 1 

A. That $28.85 i" so designa.ted. 
Q. And the $26.32 as unknown T 
A. That is the item I cannot find 

anything about. 
(). And then the $337 .50, the Al G. 

Barnes $2458.00 and the unaccounted 
for item of $7ifi.94? 

A. Yes, sir. 
Q. X ow. I want to ask you this 

question: Cnless some one of these 
funds is the property of the Stnte, then, 
)Jr. Terrell doe< not owe the 8tate any­
thing. does he? 

A. That is a question. I will an­
"'"r that question this way. So far 
"" the items handled through these 
two hank ac"ount~, or anv other items 
that I have any knowledge of in gen· 
eral are coneerned. if it is determined, 
that these item" do not belong to the 
Statt>, then, to the extent of my knowl­
edge. there would be no indebtedness to 
the State at this time--

Q. Now, let's take them up item at 
a timP-- Never mind, I will withdraw 
the question-

Q. Now, ~Ir. Phillips, I ha\·e gone 
over thi~ audit more or less in detail 
with vuu hefore von took the stand, 
harp i not! · 

A. That is correct. 
Q. Now. I do not want to make a 

lawyer out of you and thus ruin a good 
auditor-is there any other item, fact, 
ineidrnt or cireumstnnce, that I have 
<lisrnsse<l with you to which you attach 
any importan«e, that I have not l'OY­

t•n•tl in my t•xamination of you here 
011 the stand? 

A. I clo not recall it at this time. 
~Ir. ~[e(:re~or: Take the witness. 

Cross Exa~ination. 
llv )Ir. Ste.-enson: 
)ir. Stevenson: You say that you 

are nn auditor? 
~.\.. Yes, ~ir. 
~- Han' you c·ompleted a full audit 

of the Comptroller's Department! 
A. I han• not. and so state in my 

report. 
<l. \\'hat particular portion of the 

l "omptroller's office ha Ye you audited I 
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A. We examined or audited, in the 
short time allotted to us, only the 
items that were embraced in the State 
Auditor's report pertaining to tJ:te 
transactions had through the Austm 
National Bank special account, and the 
Texas Bank & Trust Company special 
.account. 

Q. Mr. Phillips, you are familiar 
with the information furnished by the 
Comptroller to the State Auditor that 
he was having an audit made of two 
desks-two particular desks in his de­
partment? 

A. I have knowledge of that letter 
by personally reading it. 

Q. Now, did you make a complete 
.audit of those two desks? 

A. I did not. 
Q_ That, to that extent, the Comp­

troller's information was erroneous, was 
it not? 

A. In wha.t respect, Mr. Stevenson 1 
I do not quite get your question-

Q. I am asking you if you were 
familiar with the letter in which the 
Comptroller stated that he was having 
an audit made of those two desks, and 
you stated that you were. Now you 
say you did not audit those two desks. 
Then, I asked you the question, "To 
that extent, that information was erro­
neous?" 

A. Well, Mr. Terrell may have con­
templated that we would make a com­
plete audit of the two desks, but it 
must be observed that it would be phys­
ically impossible to audit those two 
desks in that length of time in which 
we were given to do the work. 

Q. Well, to get the matter clear, 
you did not make a complete audit of 
the two desks? 

A. I did not. 
Q. You have just audited here some 

particular items 1 
A. We made a complete examination 

of all data that .was offered to us per­
taining to those two accounts. 

Q. Let us take up first the Texas 
Bank & Trust Company account-you 
made a complete audit of that account? 

A. I made a complete examination 
of all the available data. 

Q. What do you mean by that 1 Did 
you examine the cancelled bank checks 
drawn on that account? 

A. I did not so state in my report. 
Q. You were not furnished anything 

on it? • 
A. No, sir. 
Q. Did you ask the Comptroller, Mr. 

Terrell, to let you see those cancelled 
checks on that account? 

A. i would not put it that way. I 

asked the Comptroller this question: If 
there was not some lead that he could 
give me that would enable me to find 
those cancelled and paid bank checks­
that it did not make any difference 
what those checks disclosed, that find­
ing them would be very desirable, and 
I went down in the basement and per­
sonally made an effort to find the can­
celled bank checks. I crawled over 
furniture and boxes looking for those 
checks. 

Q. Did MT. Terrell tell you what had 
become of them? 

A. I did not discuss it with him at 
all any further. It was stated to me 
that it was reported that they were 
not available. I did not discuss it with 
him after that. The only thing I dis­
covered was they could not be located. 

Q. You secured that information 
from Mr. Terrell himself? 

A. I think I did. 
Q. Now you knew, or rather found 

out, in your examination, that a num­
ber of these checks were given for per­
sonal items, didn't you? 

A. I will tell you what we did with 
respect to those checks. We made a 
complete list-I will put it this way. 
We listed the amount of those checks 
on a work paper, and then added the 
payee. We made this list in dupl~cate. 
We retained one copy and furmshed 
Mr. Hardeman with a copy. I went 
over the list with him, and then we 
examined the bank statement. The list 
that I made was made from the bank 
statement. 

Q. You made that list, as to 
amounts, from the bank statement? 

A. That is correct. 
Q. And not as to payee? 
A. That is right. 
Q. And from whom did you get the 

payee? 
A. From Mr. Hardeman. However, 

I belien that I said I. I would say 
that Mr. Brunken was associated with 
me in examination of the check stubs 
in respect to this particular account. I 
think that is true. 

Q. You did not see the original can­
celled check, however, did you? 

A. I did not. 
Q.. From that examination, and 

from these check stubs, you found out 
that a number of these checks, aggre­
gating more than seven hundred dol­
lars, were for personal use? 

A. They were drawn by him for uses 
that could not be allocated by him for 
State uses. That exact language I used 
to distinguish those-

Q.. (Interrogating.) Wait a minute, 
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we will get to that. Did not Mr. Ter­
rell tell vou that these were for hi• 
personal 'use? 

A. I did not diseu"s that particular 
phase of the matter at all with Mr. 
Terrell. 

Q. You pointed out to him that they 
could not be allocated to State use 1 

A. I do uot know that I discussed 
that with Mr. Terrell at all. 

Q. Were not you making this audit 
for Mr. Terrell! 

A. I was, and 1 satisfied mvself that 
they were not for State u..e, ·and that 
was the only concern I had about it. 

Q. Are you prepared to state that 
you satisfied yourself that they were 
for personal use! 

A. I am prepared to state that they 
were not for State use. They were for 
personal and other uses not determined. 
I will answer your question that they 
were not for State use. 

Q. Mr. Phillips, I would ask you if 
it is not a fundamental prop°"'ition in 
acC'ottnting that ey::-ry l'redit must have 
one or more C'orresponding debits, and 
every dehit must have one or more cor­
resp;,nding credits 1 

A. I will answer the question by 
sayin~ it is not necessarily a funda· 
mental aecounting practice at all. It 
is fundamental with double-entrv ac­
counting, but there are a lot of people 
who stirk to the old single-entry book­
keeping. 

Q. Irn't it fundamental that there 
must he <'Orre."ponding- dehits for every 
credit? 

A. It is fundamental to double-entry 
bookkeeping. 

Q. Now. you say you traced the 
sourc" of these eredits on the bank 
RCC'OUtlt ~ 

A. I traeed the sourt"e of the collec­
tion~. 

l). And from that determined the na­
ture of th? !'!'edit, didn't you? 

A. \Vhat <lo von rnt>un when you say 
nature of thl' <'l:C'clitsY 

Q. I will put it specifi"all~·· Did you 
find any tra<'<' of a per•onal fund that 
was dt>po:·dted in the Texas Bank and 
Trust Company~ 

A. I did not. 
Q. Every single deposit that you 

found was traceable to a deposit that 
originated with ~Ir. Terrell by virtue of 
his offire as :>tale Comptroller, wasn't 
it? 

A. I will answer that question by 
saying that eYery deposit was traced to 
a source other than .Mr. Terrell, and 
the soun·es are <'learly set out in that 
report. 

Q. Now, by that, clearly, you mean 
to say that he had no personal funds 
in this Texas Bank and Trust Company 1 

A. I found no personal funds in the 
Texas Bank and Trust Company. 

Q. You did find personal withdraw­
als in that account, didn't you? 

A. I found withdrawals that I did 
not consider for State purposes. Until 
l had seen those checks and had exam­
ined them I would not say positively it 
was not personal. I ham answered that 
question, that I rlid not consider them 
for State use. 

Q. Now, with rMpect to a certain 
portion of these withdrawals that were 
mentioned by Mr. Folts, Mr. Burks, Mr. 
Bagby and Mr. Upshaw, aggregating 
$104.39, you determined the payees in 
tho" a<•counts, didn't you? 

A. I did. 
Q. That is the correct total. $104.39 ! 
A. I think that is the correct total. 
Q. Now, you have been shown by 

Senator McGregor certain warrants 
drawn on the State Treasurer in the 
exact amount of each one of those 
items! 

A. That is correct. 
Q. From your analysis of that, I 

want you to state to this Committee 
frankly if it is not a fa<'t that those 
warrants comtituted duplira'.e payment 
for the same identiral item? 

A. I am going to an•wer that ques­
tion, I beliew• nrr rorrertly and thor­
oughly Mmistent with what I believe to 
be the facts, and I think that is what 
this Committee wants. Now, the fact 
is that I was told that thn<e expense 
C'hec·ks wt~re issued against this account 
in the bank and that subsequently war­
rants in like amount were written, with 
the thought in mind of paying that sum 
withdrawn from the hank back into the 
hank. "1ow, tha'. is the information I 
have. 

Q. Who told yon that? 
A. I think I clisrmeed that with 

Mr. Terrell; in faet, I know I did, at 
the time we examined the photostatic 
copies of those warrants. 

Q. Well. they rlid not go hack into 
the bank aecount, did they! 

A. They did not, and I RO stated in 
my report. 

Q. Yes, sir, that is correet. I was 
just going to call your attention to that 
in your rPport, and that the $104.39-
which was withdrawn from this Texas 
Bank and Trust Company, and payable 
to these different individuals that have 
been named, was subsequently paid to 
the same individuals by Treasury war­
rants of that amount, and never went 
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back into the Texas Bank and Trust 
Company! 

A. I would not say that they were 
subsequently paid to the same indi­
viduals. 

Q. Don't° you know that? 
A. I want to answer questions fairly 

and correctly. Warrants were drawn to 
the same individuals and photostatic 
copies indicate that they were cashed 
by Mr. E. J. Martin. I am not prepared 
to testify that the same payees received 
the money. 

Q. But you are prepared to state 
that the State of Texas paid out the 
money, regardless of who got it 1 

A. I have already stated that, both 
here and in my report. If you will per­
mit, I would like to read what I said in 
respect to those items. 

Q. I will read it to you. You state 
in your report, at the top of page IO: 
"Withdrawals aggregating $104.39 ap­
pear to have been intended for 'State 
use,' but inasmuch as the account was 
not refunded they have not been so 
applied." 

A. That is correct. I do not apply 
them as having 'been used for State pur· 
poses, though it was explained to me 
that they were intended for that pur­
pose when issued. 

Q. Senator McGregor undertook the 
other morning to make it appear that 
the State of T<!xas received $808.00 more 
out of this Texas Bank and Trust Com­
pany than was paid into it. I want to 
ask you if it is not a fact that of the 
specific items that were placed in the 
Texas Bank and Trust Company that 
$1,000.00 of that was checked out to 
pay an amount that had been collected 
from the Littlefield Oil Company and 
that was, in fact, deposited in the 
account? 

A. That is quite correct. 
Q. Consequently, that was an item 

reimbursing the State for one that had 
been previously misappropriated some­
where, wasn't it? 

A. I prefer not to follow you lit­
erally in your language. I will say that 
it was an item covering a collection tha~ 
had been placed in the Austin National 
Bank. 

Q. Yes, sir; and was not a with­
drawal of funds in that amount that 
were put in this account, was it 1 

A. You are quite correct. 
Q. In your analysis and final conclu­

sion, on page 14 of your report you state 
the facts to be that the amount in the 
Texas Bank and Trust Company unac­
counted for on the .date of your report 
was $2,389.14 f 

A. That is correct. 
Q. Now, let's go to the Austin Na­

tional Bank. Did you trace the source 
of those credits? 

A. You mean determine the source of 
payment? 

Q. Yes, sir. 
A. I did. 
Q. You found a total amount of 

$54,364.55 that had been d·eposited in 
that account? 

A. That is right. 
Q. Did you find one single dollar of 

that to be personal funds of Mr. Terrell f 
A. I found no item that appeared to 

be personal funds of Mr. Terrell. There 
were two items, one for $26.32 and one 
for $50.00, that I could not determine 
the source of. The other items were de­
termined, and I found none that indi­
cated that they were personal deposits of 
Mr. Terrell. 

Q. The two amounts aggregated 
$76.321 

A.' $41.32. 
Q. You said $50.00 and $26.321 
A. $15.00. 
Q. $15.00, you meant to say. That 

is $41.32. Now, that $41.32 is the only 
item you cannot identify? 

A. Those are the only items that I 
cannot identify to my entire satisfac­
tion. 

Q. You did determine that there was 
withdrawn from that bank account more 
than $3,000.00 for personal uses, didn't 
you? 

A. I will answer that question by 
saying that I have listed withdrawals 
from some date in April, I believe April 
25, 1929. We listed checks paid by the 
Austin National Bank for the period 
from April 25, 1929, to January 8, 1930. 
Now, in submitting that list we make 
no allocations. That is, on page 24. We 
concerned ourselves primarily with find­
ing the source of the collections. Then 
we next concerned ourselves with finding 
the disposition of them, whether or not 
they were finally accounted for; and that 
is what we considered to be vital in the 
matter. 

Q. Don't you consider it to be vital 
as to whether the State Comptroller had 
used these funds for his own personal 
usage! 

A. We certainly did, Mr. Stevenson, 
and that is the reason we have the list 
there for the information of the Comp­
troller and the parties who may be in­
terested in seeing this type of evidence. 
It is there. We have disclosed the facts 
exactly as they existed. 

Q. Now, your itemized statement of 
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checks only begins with April, 1929, check it, but Mr. Brunken checked it, 
does it not? and it agreed with .Mr. Lynn's report. 

A. That i" correct. Q. That those <'hecks list~d were 
Q. Why didn't you list the checks correct? 

for the period of time previous to that? A. That i.-; correct. 
A. They wer .. not arnilable to us. Q. Now. Mr. Phillips, that bank ac-

We could not locate them. count, as I have already stated, had 
Q. You were not furnished with those $54,360.00 deposited in it.· 

cancelled clw<'ks 1 A. That is substantially the amount. 
A. "''e were not. Q. The a"count was closed out on 
Q. And, therefore. ~-ou have not been the eighth day of this year, wasn't it! 

able to gi,·e the pay••c, of those checks 1 A. That is true. 
A. That is correct. Q. And you made up your report 
Q. You do have the amounts of them, what date? 

do you not 1 A. I do not recall now; February 15, 
A. We have the amounts that show 1930. 

to have been paid by the banks. That Q. The date of Mr. Lynn's report, I 
is the only source we found with re- believe, was January 29 ! 
spect to the amounts. A. January 27, supplemented on Jan-

Q. \Vho furnished you the checks you uarv 29. 
did list? Q. Now, we will say that it was made 

A. They were furnished by someone out January 27 or 29. 
in the Department there, probably Mr. A. Yes, sir. 
Hardeman. Q. If you had been called on to audit 

this account on Januar,v 26, would yon 
have listed tlw $5.083.00 as unaccounted 
for? 

Q. Did vou ask :llr. Terrell for them? 
A. No. 'I did not ask l\lr. Terrell. 

bel'ause I will :--ay, t-0 begin with, that 
it was generally understoocl that it was 
stated bv lllr. Terrell that those checks 
were not available, and the only thing 
I ever said with reference to those 
checks to 111 r. Terrell wa• to tell him 
that it wu ..... Yerv dPsirahlP that we have 
them, if they ,.'ould possihl~· he located, 
or if he had any idea where we might 
look for them. I would be glad to do it. 

Q. AllCI lw did not diselm'O an,v rec­
ord of them. did he? 

A. He did not. 
Q. Did you see an,v of the original 

cheC"ks? 
A. Of this hank account he had'? 
Q. I mean from April on this way. 
A. As a matter of fact. I did not 

examine that particular phase of it. 
11!r. Brunken is the man who made up 
that list. 

Q. You did not examine the list in 
person? 

A. I did not. 
Q. And the list that is made is from 

l\lr. Brunken's tabulation? 
A. Yee. sir. I accepted it as being 

corre<:t inasmnl·h as it was entirely in 
agreement with the report submitted by 
Mr. Lynn. ancl I thought that two capa­
ble aecountants would not make the same 
mistake with referenre to that list. 

Q. A• a matter of fa<'t, the <'herks 
as listed bv Mr. Lvnn were correct, 
weren't they· . .:11r. Phillip•? 

A. That is mv belief. 
Q. Didn't vou "he<'k it to Lr rertain! 
A. I have ·already told you I did not 

A. On January 24! 
Q. Yes, sir. 
A. It was not deposited until Jan­

uary 27. 
Q. Bnt what I am talking about is 

the account was closed on January 81 
A. That is correct. 
Q. At the date that account was 

closed, the $5,083.00 was unaccounted? 
A. At the date the account was closed 

it was. 
Q. That money had been spent, 

hadn't it? 
A. Well. I will answer that question 

b~· saying withdrawals had been charged 
to the ac<"ount by the bank. 

Q. Somebody· <"he£ked that ont, 
didn't they? 

A. That is a matter for every man 
to deride, wlwther it was checked out, 
or whether or not the bank simply 
"harged it to the account. I would have 
to say that the money was withdrawn. 

Q. And do you not mean to insinuate 
that the bank charged it to the nrrount, 
do yon? 

A. I believe T will take it that the 
an10unt was withdrawn, and have an­
~wered your que~tion. 

Q. The amounts had been withdrawn 
and the account closed on .January 8? 

A The account shows closed on Jan­
uary S. I believe that date is correct. 

Q. And you liave determined that 
that amount of $5,083.00 belonged to 
the State of Texas on that date, haven't 
\'OU! 
· A. I will say this. that the records 
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clearly indicate that it belonged to the 
State, and that was recognized appar­
ently by depositing in tbe State Tr<las­
ury that amount on January 27, 1930. 

Q. Now, llfr. Phillips, you have given 
an opinion to Senate McGregor to the 
effect that when this payment was made 
from other sources that discharged the 
obligation to the State. In other words, 
it cleared the record of this, to use your 
language, isn't that right? 

A. Yes, in so far as the State had 
any interest in the sum of money in­
volved tbe State had been satisfied. 

Q. You think the State satisfied with 
the loss of four years' interest on a sum 
of money that has been used personally 
by one of its officials during that time? 

A. Mr. Stevenson, that is a matter of 
opinion. I am only testifying with re­
spect to the disposition of the particu­
lar sum involved. 

Q. I believe you are an accountant, 
and you know that the State lost four 
years' interest during that time, don't 
you? · 

A. The State did not get interest on 
that sum, so far as I am able to ascer­
tain. 

Q. And you know, from your exami­
nation, that the amount deposited in 
the Treasury was only the "xact amount 
that was paid in by these two inheri­
tance tax items back yonder in 1926, 
don't you? 

A. That is correct. 
Q. And that there was not a single 

penny added for interest? 
A. That is correct. 
Q. Now, in answer to a hypothetical 

question of Senator McGregor, you stated 
that this amount of $2,334.00 was de­
posited down here in the Austin bank, 
awaiting the determination of the owner, 
that would clear the record. You mean 
to say that the loss of interest on that 
item ought not to be accounted for dur­
ing all of the time it has been with­
drawn from that bank? 

A. I do not mean to say anything of 
th" kind at all, Mr. Stevenson. I merely 
am talking with respect to the principal 
sum involved. 

Q. Who employed you to audit the 
Comptroller's accounts, Mr. Phillips? 

A. Mr. Terrell. 
Q. Mr. Terrell himself? 
A. Yes, sir. 
Q. Mr. Terrell is responsible for the 

paym.,nt of your fee, isn't he? 
A. Well, I don't know whether he is 

or not. I mean that I have never dis­
cussed fee with Mr. Terrell at all. 

Q. You don't aim to make the State 
pay i_t? 

A. I do not think the State would be 
liable for it. 

Q. Why didn't you ask Mr. T<!rrell 
personally for all of this data that you 
failed to fi;nd and which you knew 
would be pertinent to the presentation 
of this case? 

A. You ask why I did not ask him 
personally, and I will say to you again, 
and this testimony is in the record from 
me before, that I went to Mr. Terrell 
and told him it would be very desirable 
to have this data, and if he knew of any 
lead that would enable me to locate it 
I wished he would let me have it. 

Q. And he didn't give you any in­
formation? 

A. No. 
Q. Now, you mentioned, Mr. Phil­

lips, about auditing his account in the 
American National Bank. Let's take 
that up for a moment. You did that, 
didn't you? 

A. I did not audit the account in the 
American National Bank in any sense 
of making a detailed audit. I would 
say that at the time we accepted the 
assignment we accepted the assignment 
to determine the source of deposits that 
had been made in the Texas Bank and 
Trust Company, and the Austin National 
Bank and the American National Bank 
account was not included in our original 
plan of audit at all. 

Q. In your detailed report, however, 
you did make mention of the American 
National Bank account, didn't you? 

A. I made mention of it, yes. 
Q. I will ask you if you did not use 

this languag2: "We have made a care­
ful examination of other deposits in this 
account, but have been unable to iden­
tify any others as transfers from either 
of the so-called special accounts, nor 
have we been able to ascertain that any 
of these deposits represented collections 
made by your Department for 'State' or 
'escrow' purpos·es. '' 

A. That is correct. 
Q. You .made that statement? 
A. Yes; .sir. 
Q. I will ask you what Mr. Terrell 

told you about that account? 
A. I will say this with respect to 

that account: When I first came over 
here we had taken up the matter of an 
audit of the Austin National Bank and 
the Texas Bank and Trust Company ac­
counts, and I was told that a sum of 
money had been transferred from the 
Austin National Bank, I believe $563.38, 
to the American National Bank. I 
asked if we should not consider the ad­
visability of having that account audited, 
too. That was, I believe, before the 
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second report from the Auditor. and Mr. 
Terrell told me at that time that that 
bank arC"ount was not involved and he 
did not !:'ee any rea~on for going into it. 

Q. Didn·t he telI yon it was a per­
sonal aecount? 

A. I do not rcrall that we discussed 
whether or not it wa~ personal. 

Q. Anyway, he told you it wa• not 
involved 1 

A. y,.,, sir. hr told me that. 

Q. And that there was no U>e to go 
into it·~ 

A. He told me it was not involved in 
the Auditor's report. 

Q. And after you got your data. you 
did firnl out he had transferred $fi00.00 
of th" ~tate fund., from the Austin Na­
tional Bank to that account' 

A. I so stated in my n•port. I stated 
further in my report-

Q. \\'nit. I will ask you this ques· 
tion: You also stated that .~563.38 
was transferred out of the Austin Na­
tional Bank and into that account, 
didn't you 1 

A. i did. 
Q. Now, then, that makes a total of 

$1.063.:lK ! 
A. Mr. Stevenson, you are asking 

questions, you have repeated one item 
twice, and vou have asked me c·oncern· 
ing an item' you further had in mind. 

Q. I said those two items made a 
total of $1.063.:!H' 

A. Thrv a rp not two items of $ii36.00. 
(}, One' itrm wa> $500.00 and one 

$56.1.38? 
A. That would total $1,06:1.38. 
Q. Both of those are correctly stated 

as having been transferred out of the 
.An~tin National Bank? 

.\. I think that is <'nrred. 
Q. I am not trying to mislead you 

at all. I am taking the facts as they 
art'. Now li::.tt•n here: After you made 
that statemc11t that this $106:1.38 went 
into tlu• A1tu:•rienn Xational Bank ac­
l'nunt. tlH•n vou stated this, what I have 
rl'ad. that ~·ou had macll' this careful 
t•xamination' of other dC'po~its and could 
not tral't' any of them to ''Rtate" or 
"e.:;;.cro,v'' item':-:, didn't you? 

A. T11nt is right. 
Q. .\II right. Then vou didn't find 

two postage warrants ihat went into 
that aCC'Ollnt, did you? 

A. I <lid not. 
(,.}. Have you since examined 11r. 

Lynn's rpport since your audit? 
. .\. His report of the twenty-ninth! 
(/. First report, with reference to 

the•e two $600.00 items; his testimony, 
you heard him testify'! 

A. I did hear him testify to that 
effeC"t. 

(/. Since that time have you made 
an examination T 

A. I have not. 
Q. You have not? 
A. No. 
(/. Have you any reason to doubt 

the R<'ruracy of his statement 1 
A. I have no reason at all to donbt 

the aceura<'y of his statement in that 
respect. I have no doubt that those 
warrants were written and deposited 
just as he said. I accept it as being a 
fact. 

(/. And they went into the Ameri­
ea11 National Bank account T 

A. I would like, in explanation of 
our examination of the deposits, to 
make a statement, if vou do not mind. 

(/. You made a statement in thi& 
report I read to you just now. 

A. That is quite true, and I stick 
by is as being absolute!~· eorrect. and I 
challenge anybody to refute it. 

Q. You think it was correct, though 
you had not been able to identify any 
of the items! 

A. That is quite true. I just sim­
ply wanted to get it in the record. 

Q. I am offering that to show that 
your examination of that account was 
;,nt quite as complete as maybe your 
report would indicate? 

A. Well, I think it was. 
(). Well, you did not find those two 

$600.00 items, did you! 
A. No. I did not find them, and 

would dare say my good friend Mr. 
Lvnn had not found them at the time 
n;y report wns made, and he had been 
on the work longer than I had. 

Q. Now, Mr. Phillips. in your eon­
<·lusion on page fourteen you definitely 
state that you found in the Austin 
Xational Bank a total of $9,900.05 that 
had not been areounted for, didn't you! 

A. TI1at is correct. 
Q. And that at this time has not 

hrt>n accounted for so far as you know, 
has it! 

,\_ That is correct. 
</. Xow. :lir. Phillips. if you had 

add<><l to ~-our report $5.~83.00 that h~d 
hPen withdrawn from that account at 
tlw time it Wll~ dosed on .January 8, 
lfl:lll. then Mr. Lvnn's statement of the 
l<•tal amount un'accounted for is cor­
rp1·t. il"n 't it! 

A. I will answer that question this 
way: :lly report was rendered after 
those deposits into the Treasury, and I 
prefer to answer that if Mr. Lynn will 
give credit for those items he will be 
in agreement with me. 

Q. - I want you to answer it the other 
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way. If you had been auditing that 
account at the date it was closed, on 
.January 8, 1930, wouldn't the tot a 1 
,shortage have been what Mr. Lynn said 
it was! 

A. If you ask that question in that, 
language, you are entirely correct. 

Mr. Stevenson: Does anybody have 
.any questions ! 

Q. It has been suggested that I bring 
ibis matter out clearly for the infor­
mation of the committee. Those ac­

-counts that you state are unaccounted 
for, I will ask you if it is not a fact 
that there is not any money in either 
one of those accounts to pay them 
with! 

A. At the time I made the examina­
·Uon, there were no funds in either ac­
·count out of which payments could have 
been made. 

Q. Both accounts were closed and 
·there was no money there! 

A. That is correct. 
Q. Now these items you list on page 

·fourteen, being the Independent Oil 
Company, $2,334.84; Magnolia Petro­
leum Company, $3,437.14; and the Mag­
nolia Petroleum Company, $1,262.40; 
.and this Al. G. Barnes Circus account, 
$2,458.00; and the Miller Brothers' 101 
Ranch Circus, $337 .50; everyone of 
those items went into that account, 

·didn't they! 
A. Everyone went into that bank ac-

.count. 
Q. They are not accounted for? 
A. That is right. 

. Q. There is no money to pay them 
·with in that account, is there? 

A. That is correct. 
Q. That is the long and short of 

·your audit, isn't it! 
A. That is correct with respect to 

·those items. 
Q. Now the Texas Bank & Trust 

·Company, the items you have men­
tioned, from Magnolia Petroleum Com­
pany, $1,472.80; and the Magnolia Pe­
troleum Company, $140.40; and then 
.the initial deposit of $775.94; none of 
those items have been accounted for, 
nave they? 

A. That is correct. 
Q. And the money is all checked out 

and gone, isn't it! 
A. That is right. 
Q. Tiiere is nothing there to pay 

them with? 
A. There was not at the time I made 

-the examination of the account. 
Q. That is what I am talking about. 

-You did not audit the affairs of the 
'Texas Tax Record Company, did you? 

A. I did not. 

Q. You were not requested to make 
an audit of that company, were you 1 

A. I was not. 
Mr. Stevenson: All right. 

Redirect Examination. 

By Mr. McGregor: 
Q. Mr. Phillips, when you were in­

terrogated with reference to the stamp 
warrant items, you indicated that you 
desired to make a statement, but did 
not do so. What was it you wanted 
to say? 

A. I simply wanted to say this, 
Senator, and I think this statement 
may as well be in this record: That 
the responsibility resting on the shoul­
ders of a public accountant is some­
wl1at different from most any other 
profession, and if he has any sense of 
loyalty to the fundamentals of the pro­
fession he is only concerned with fact 
finding; and we set about this engage­
ment with that thought in mind, and 
no other, and we accomplished our pur­
pose with respect to the two hank 
accounts. Now when we made the ex­
amination of the American National 
Bank deposits, I went down to the 
bank and went back in the cages, and 
down in the vaults, and took copies of 
the deposit slips, and where there was 
any information at all on the slips, I 
put in on my copy. I came back to 
the office and made a record of those 
slips and furnished Mr. Terrell a copy 
of them, and I told him if he could 
possibly identify the source of a single 
deposit, I would like to have it, And 
he did identify some items that after­
noon, but there were others he could 
not. And I said to him that I was 
very anxious that we clear up any de­
posit in this bank, and I wanted him 
to think over it during the night and 
see if something would not come back 
to him, and I left a copy of the list 
of deposits with Mr. Terrell; and I 
particularly talked to him about the 
two $600.00 items; and the record will 
show that the date of the deposits is 
the same d:iy of the month and just 
eleven month~ between them. and we 
discussed that and I thought that per­
haps would refresh his memory and en­
able him to give me some information 
with respect to those deposits. And 
that is the extent I went to in an effort 
to locate the sources of those deposits. 
I had not examined, as a matter, of 
course, all -Of the Treasury warrants 
that had been issued by 'the Comp­
troller's Department. I could not have 
done it within the time allotted to me. 

Q. Did Mr. Lynn make any refer-
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ence to these two warrants in either of 
his reports? 

A. If he did, I have been unable to 
find it. 

Q. Was not the first public refer­
ence that was made about these two 
warrants made in Mr. Lynn's testi­
mony! 

A. That is correct. 
(J. Now is there any other item or 

matter you wish to explain? 
A. No, that is the only thing I have 

in mind. 
Mr. McGregor: That is all. 
l\Ir. Chairman, we are somewhat in 

the same attitude possibly we were the 
other night. On Saturday evening the 
c·ommittee will remember we waived 
cross examination of the Auditor in or­
der to expedite matters and rather than 
to hold him over. We think if this 
hearing is now suspended and resumed 
in the morning we will be able to get 
rid of some matters under a winnow­
ing- out process, and go over our proof, 
and be able to close by noon tomorrow. 

:Mr. Petsch: Mr. Chairman, I wonder, 
Mr. llfcGregor, if you have any wit­
nes"s here you are going to put on! 
If you have, I don't see why we could 
not take up the time now and dispose 
of the matter. We won't be able to 
work tonight on account of committee 
meetings. I believe we ought to expe­
dite this matter and put on all the 
witnegsos we have here. We ought to 
work from now until 6,.o'clock and dis· 
pose nf as much of this testimony as 
possible. I think we ought to work un­
til 6 o'clock. 

Mr. McGregor: think we will be 
able to dispense with some of the wit­
np~ses hy taking the matter up that 
way. Thi' is ju,;t like trying a law­
f'Ui.t. I t hi11k if we pu~s this matter 
until morning we will lw able to clis­
JlC'llsP with ~ome of tlioSC' witnrssrs, 
rather than ('all tl1t•m now, but if we 
nn• put to the te~t. of ronrsc, we will 
put thrm mi. Just to take the Com­
mitkP into rnv <'onfidenC'e, l\1r. Steven­
!'Oll. in his ~ro~:-:-cxamination of !\Ir. 
Phillips inrlicated that his po~ition 
would hr on these warrants that they 
wen• paid to ~Ir. ~lartin and that the 
l'lllJ11oyt>s WPre paid twirl'. The endorse­
nwnts on the warra nt.s indicate that they 
\H'r<' paid to Mr. 1-fartin and there the 
J>re'11mption would stop. But his ques· 
tion mav ha,·e made it neressarv for us 
to hring t.he witnesses in here io swear 
that. t'iey were not paid twice. Now, I 
want to. see if I cannot eliminate that. 
You will not save time. Speed in law 

is going slow, and you will not save 
any time by acting in a hurry with it. 

:Mr. Justiss of Navarro: Mr. Chair­
man, I make the motion that the Com­
mittee rise and report progress and ask 
leave to meet again at 9 :30 tomorrow. 

lllr. Petsch: Mr. Chairman, before 
we get out of this Committee, I think we 
ought to make this statement. In view 
of the statement made by Senator Mc­
Gregor, I think possibly the Senator 
misunderstood the contentions that were 
made by the Committee for the House 
when he made the statement that we took 
the position that those different parties 
had been paid twice who received the 
ehecks listed in Mr. Lynn's report. That 
was not exactly in accordance with our 
contention. Our contention is to this 
effect, that the State of Texas was out 
the money twice. We did not do the 
paying, we never had charge of the 
checks, and we do not make any con­
tention to the effect that those particu­
lar parties got the money twice. We 
have nothing to do with that, and make 
no such claim. We just say the State 
of Texas paid it twice. 

l\1r. McGregor: If you want us to 
call them, we will call them. 

The Chairman: The gentleman from 
Navarro moves that the Committee rise 
and report progress and ask leaYe to. 
meet at 9 :30 tomorrow. 

The question was thereupon taken, and 
the motion prevailed. 

SEVENTH DAY. 

(Thursday, February 27, 1930.) 

The House met at 10 o'clock a. m., 
JlllrRuant to adjournment. and was 
called to order by Speaker Barron. 

The roll wa' called. and developed 
the fact that there was not a quorum 
present. 

;\Ir. Sanders mo1·cd a call of the 
House for t hP purpose of securing a 
quorum, and the call was duly ordered. 

Tl1e Speaker then directed the Door­
keeper to close the main entrance to 
the Hall and instructed the Sergeant­
at-Arms to lock all other doors lead­
ing from the Hall, and stated that no 
member would he permitted to leave 
the Hall without written permission 
irom the Speaker. 

On motion of l\1r. Sanders, the Ser­
geant-at· Arms was instucted to bring 
in all absent members within the city 
wlw are not ill. 

The roll was again called, and the­
following members were present: 


